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UNITED NATIONS DEVELOPMENT PROGRAM:
A CASE STUDY OF NORTH KOREA

THURSDAY, JANUARY 24, 2008

U.S. SENATE,
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS,
OF THE COMMITTEE ON HOMELAND SECURITY
AND GOVERNMENTAL AFFAIRS,
Washington, DC.

The Subcommittee met, pursuant to notice, at 10:05 a.m., in
Room SD-342, Dirksen Senate Office Building, Hon. Carl Levin,
Chairman of the Subcommittee, presiding.

Present: Senators Levin, Coleman, and Coburn.

Staff Present: Elise J. Bean, Staff Director and Chief Counsel,
Mary D. Robertson, Chief Clerk; Zachary I. Schram, Counsel; Gina
Reinhardt, Congressional Fellow; Mark L. Greenblatt, Staff Direc-
tor and Chief Counsel to the Minority; Michael P. Flowers, Counsel
to the Minority; Melissa Stalder, Associate Counsel to the Minority;
Adam Hark, Law Clerk; Jonathan Port, Intern; Adam Pullano, In-
tern; John Kim, Intern; Trey Hicks and Katy French (Sen. Coburn);
and Jon Scanlon (Sen. McCaskill).

OPENING STATEMENT OF SENATOR LEVIN

Senator LEVIN. Good morning, everybody. In March 2007, the
United Nations Development Program (UNDP), took the unprece-
dented step of suspending its operations in the Democratic People’s
Republic of Korea—North Korea—and in April, the UNDP with-
drew from the country entirely because North Korea had declined
to allow the UNDP to impose tighter controls on its activities to in-
crease transparency and accountability. Today’s hearing will exam-
ine some of the management and operational deficiencies in the
UNDP operations in North Korea, as well as concerns about a
UNDP audit policy so restricted in its dissemination that program
oversight was impeded. The Staff Report also reviewed weak whis-
tleblower protections that may discourage UNDP employees from
speaking out about problems.

The UNDP is one of the world’s principal humanitarian agencies.
It conducts development work in 166 countries, spending $5 billion
per year of its own funds and managing another $4 billion or so
from other U.N. entities and donors. UNDP priorities include re-
ducing poverty, dealing with crises like floods and earthquakes,
and combating health threats. It operates in some of the world’s
most challenging countries, working to advance humanitarian aims
even under repressive regimes. The UNDP is often walking a tight-
rope and often it succeeds.
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UNDP activities are in America’s national interest. The U.S. De-
partment of State’s 2006 Congressional Budget Justification states
that “the UNDP’s programs are closely aligned with U.S. strategic
interests.” As we speak, for example, UNDP personnel are risking
their lives in support of U.S. reconstruction efforts in Iraq and Af-
ghanistan. They are working on the ground to build better govern-
ment rule in Sudan, helping rush aid to flood and landslide victims
on the island of Java in Indonesia. To support these and other crit-
ical humanitarian efforts, in 2005 the United States contributed
over $240 million to UNDP operations.

Last year, allegations of mismanagement involving UNDP oper-
ations in North Korea erupted in the press. Some press accounts
reported allegations that the UNDP might have supplied upward
of $100 million in hard currency to North Korea and that $2.7 mil-
lion in UNDP money had been transferred to North Korean embas-
sies abroad, among other allegations. Accusatory letters were ex-
changed between the U.S. Mission to the United Nations and
UNDP, straining relations between the two.

While some press reports were overblown, UNDP operations in
North Korea raise legitimate concerns. It is our hope that this
hearing will address the serious and complex issues involved when
important humanitarian work is undermined by local government
restrictions, and at what point humanitarian aid—so important to
a poor country—should be abandoned due to an uncooperative and
repressive regime.

At Senator Coleman’s request last year, the Subcommittee
launched this inquiry into UNDP operations in North Korea. Our
staffs interviewed people from the State Department, UNDP, other
U.N. offices, GAO, and others. Our staffs reviewed extensive docu-
mentation, including reports, correspondence, e-mails, financial
spreadsheets, and bank records.

The Subcommittee also obtained copies of three nonpublic audit
reports for the years 1999, 2001, and 2004, which had been pre-
pared for the UNDP on its North Korean operations. These reports
were obtained from confidential sources because, under UNDP pol-
icy, not even UNDP Executive Board members are entitled to cop-
ies of program audits. We also reviewed a 2007 audit report which
UNDP commissioned in response to the allegations and released to
the public. All four audits provided valuable information, perspec-
tive, and context.

In addition, the Subcommittee staff met twice in New York with
senior officials from the North Korean Mission to the United Na-
tions and had, frankly, a surprisingly open exchange about the alle-
gations at issue today. In my experience, direct meetings between
North Korean and congressional personnel are rare, and we would
like to acknowledge the North Koreans’ responses to our inquiries.
Their information contributed to our understanding of what tran-
spired.

The information obtained from the Subcommittee investigation,
as well as the staff findings and recommendations, are laid out in
a Staff Report being released in connection with today’s hearing. I
will focus here on just a few of the highlights.

First, it is clear that UNDP operations in North Korea did not
follow standard UNDP policy and practice and were undermined by
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management and operational deficiencies. Many of these deviations
from UNDP policy and practice were the result of demands made
by the North Korean Government. For example, North Korea in-
sisted and, contrary to UNDP policy and practice, UNDP agreed to
hire as its local staff only persons selected by the North Korean
Government. UNDP also agreed to pay their salaries and expenses
with convertible currency, such as U.S. dollars or euros, rather
than use the local currency, which was the non-convertible North
Korean won (currency). Moreover, UNDP made the payments not
to the individuals doing the work, but to the North Korean Govern-
ment itself, even after suspecting that the North Korean Govern-
ment, in the words of one UNDP official, was “skimming” money
from the payments.

The North Korean Government also insisted that the UNDP con-
duct its financial transactions using the North Korean state-owned
Foreign Trade Bank, even though UNDP was not allowed on the
bank premises and was forced to use North Korean personnel to
execute the bank paperwork. That arrangement undermined
UNDP fiscal control over its own funds. Still another problem was
that UNDP officials were not allowed to visit local project sites
without prior notice to, and in the company of, North Korean offi-
cials. Those project visits were not the independent inspections
called for by UNDP policy and practice.

After the U.S. State Department complained to the Executive
Board about UNDP practices in North Korea, UNDP attempted to
install better safeguards on its program there. These safeguards
would have required local payments to be made in the North Ko-
rean won, allowed local staff to be hired directly by UNDP, and
given UNDP greater access to inspect project sites. But North
Korea declined to accept the new conditions, and UNDP withdrew
from the country.

Before that, UNDP had operated in North Korea under these and
other staffing, fiscal, and administrative constraints. UNDP per-
sonnel told the Subcommittee that, despite the constraints, it was
able to accomplish important humanitarian aims in its North Ko-
rean work. It designed agricultural, health, and economic develop-
ment projects and verified that they took place as intended.

When asked about press reports on the transfer of upward of
$100 million in hard currency to North Korea over 10 years, UNDP
indicated that figure was impossible since, over the 10 years,
UNDP’s total expenditures in North Korea did not exceed about
$33 million. UNDP explained that the $33 million paid for UNDP’s
own expenses as well as North Korean development costs. UNDP
estimated that, of the $33.5 million spent, only about $400,000 was
transferred to the North Korean Government account designated
for use on development projects. About $6 million was spent by the
UNDP for local staff salaries, rent, and office costs, again, over 10
years. While the Subcommittee staff was unable to confirm these
estimates through its own analysis since key financial records re-
mained in Pyongyang, a UNDP-commissioned audit is now under-
way to do just that, and there appears to be little reason to believe
that the figure of upward of $100 million that appeared in the
press will be sustained.
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The UNDP was itself responsible for some of the confusion sur-
rounding its operations in North Korea. When U.S. diplomatic per-
sonnel asked about its North Korean operations in 2006, the UNDP
initially refused to provide detailed information and denied access
to the relevant audit reports. Later, UNDP allowed the United
States to see the audit reports but permitted U.S. personnel to re-
view them on a single occasion without allowing copies to be made.
This overly restrictive audit policy impedes oversight and encour-
ages inaccuracies.

This Subcommittee obtained copies of the UNDP audit reports
and used the information to develop a better understanding of
UNDP operations in North Korea. We have seen no reason for the
audit reports to have been kept secret. Inaccessible U.N. audit re-
ports are a perennial sore point that continues to strain U.S.-U.N.
relations and casts suspicion, often needlessly, on U.N. activities.

UNDP Administrator Kemal Dervis has proposed that the UNDP
Executive Board grant access to UNDP audits on a routine basis
to UNDP Executive Board members. His proposal has limitations—
it applies only to future audits, allows only in-person interviews,
and does not allow photocopies—but it is a step forward. I urge the
UNDP Executive Board to allow unfettered audit access to all
UNDP financial and management audits, not only for board mem-
bers, but also all U.N. member states and the public.

Another problem to be examined today involves the UNDP’s
treatment of the key employee who spoke out about the problems
in North Korea, Artjon Shkurtaj, former Operations Manager of the
UNDP office in Pyongyang. The UNDP’s treatment of Mr. Shkurtaj
is the latest blow to U.N. whistleblower protections, and it does not
inspire confidence in UNDP’s willingness to hear negative reports
about its operations.

The UNDP’s overly restrictive audit policy and weak whistle-
blower protections contributed to the concerns about its North Ko-
rean operations. UNDP was also the victim of misleading actions
by North Korea. The Subcommittee investigation obtained bank
records showing, for example, that over a 6-month period from
April to September 2002, North Korea deposited a total of $2.7 mil-
lion of its own funds into a bank account that was supposed to be
used exclusively for UNDP projects. North Korea then moved its
funds from that UNDP-related account to a bank account in Macau
in the name of a Chinese company called International Finance
and Trade Joint Company, which acted as a conduit for North
Korea. IFTJ transferred the funds it received from North Korea to
other accounts around the world controlled by North Korea, each
time referencing the UNDP program in the accompanying wire
transfers even though the funds had nothing to do with UNDP ac-
tivity. Why would North Korea deposit its own funds into a bank
account that was supposed to only contain UNDP funds?

When asked about these transactions by the Subcommittee,
North Korean officials acknowledged the transfers. They said that
the 2002 speech by President Bush in which he said North Korea
was part of an “axis of evil” raised fears that North Korean ac-
counts would be frozen. North Korean officials told the Sub-
committee that the funds they transferred were for operating diplo-
matic missions in the United States and Europe. They said that
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the North Korean Ministry of Foreign Affairs used the UNDP-re-
lated account as a secure channel for transferring its own funds,
apparently because it was less likely to incur international scrutiny
and be frozen.

North Korea did not alert UNDP to its actions, and UNDP told
the staff that it had no idea, until shown the bank records by our
staff, that North Korea had deposited its own funds into the bank
account set up to receive UNDP funds for UNDP development
projects. UNDP had no access to the account records, since the ac-
count was under the sole control of the North Korean Government.
UNDP also was surprised to learn that the Foreign Trade Bank
had routed some outgoing UNDP funds through the same IFTJ
bank account in Macau, and that two U.N. payments totaling about
$50,000 that had been made by UNDP on behalf of other U.N.
agencies had gone to an entity that the State Department later
linked to North Korea weapons sales. The Staff Report provides
greater detail about these incidents and recommends new controls
to prevent similar problems in the future, including by enabling
UNDP to monitor account activity of any host country account set
up to receive UNDP funds.

The UNDP is an important U.S. ally. Its mission coincides with
our interest, as well as our hopes for a more secure and prosperous
world. One key question raised by this investigation is whether
UNDP operations that help the people living under repressive re-
gimes should always just be ended, as they were in North Korea,
when the government bypasses UNDP controls designed to ensure
transparency and accountability.

I would like to thank all of the parties for their cooperation with
this investigation. UNDP, in particular, patiently answered many
Subcommittee inquiries. The Subcommittee fully recognizes the
privileges and immunities of the United Nations, and we appre-
ciate the extent of its voluntary cooperation as well as its allowing
the UNDP to brief the Subcommittee here today.

We live in dangerous times, and so many of the threats we face—
terrorism, climate change, infectious disease—require an inter-
national response. The United Nations, including UNDP, is in a po-
sition to help confront those threats. But transparency and ac-
countability are essential to ensure that their aims are advanced.
It is why we need unfettered audit reports, strong whistleblower
protections, and the willingness to take a hard look at U.N. oper-
ations worldwide. Again, I commend Senator Coleman for his ini-
tiative in this matter. I thank our staffs not only for a thorough
product but, as always, for working in a bipartisan way to improve
and strengthen the United Nations.

[The prepared statement of Senator Levin follows:]

PREPARED STATEMENT OF SENATOR LEVIN

In March 2007, the United Nations Development Program (UNDP) took the un-
precedented step of suspending its operations in the Democratic People’s Republic
of Korea (DPRK), commonly known as North Korea. In April, the UNDP withdrew
from the country entirely, because North Korea had declined to allow UNDP to im-
pose tighter controls on its activities to increase transparency and accountability.
Today’s hearing will examine some of the management and operational deficiencies
in the UNDP operations in North Korea as well as concerns about a UNDP audit
policy so restricted in its dissemination that program oversight was impeded. The
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Staff Report also reviewed weak whistleblower protections that may discourage
UNDP employees from speaking out about problems.

The U.N. Development Programme is one of the world’s principal humanitarian
agencies. It conducts development work in 166 countries, spending $5 billion per
year of its own funds and managing another $4 billion or so for other U.N. entities
and donors. UNDP priorities include reducing poverty, dealing with crises like
floods and earthquakes, and combating health threats. It operates in some of the
world’s most challenging countries, working to advance humanitarian aims even
under repressive regimes. The UNDP is often walking a tightrope. Often it succeeds.

UNDP activities are in America’s national interest. The U.S. Department of
State’s 2006 Congressional Budget Justification states that “the UNDP’s programs
are closely aligned with U.S. strategic interests.” As we speak, for example, UNDP
personnel are risking their lives in support of U.S. reconstruction efforts in Iraq and
Afghanistan. They are working on the ground to build better government rule in
Sudan, and helping rush aid to flood and landslide victims on the island of Java
in Indonesia. To support these and other critical humanitarian efforts, in 2005, the
United States contributed over $240 million to UNDP operations.

Last year, allegations of mismanagement involving UNDP operations in North
Korea erupted in the press. Some press accounts reported allegations that the
UNDP might have supplied upward of $100 million in hard currency to the North
Korea and that $2.7 million in UNDP money had been transferred to North Korean
embassies abroad, among other allegations. Accusatory letters were exchanged be-
tween the United States Mission to the United Nations and UNDP, straining rela-
tions between the two.

While some press reports were overblown, UNDP operations in North Korea raise
legitimate concerns. It is our hope that this hearing will address the serious and
complex issues involved when important humanitarian work is undermined by local
government restrictions, and at what point humanitarian aid—so important to a
poor country—should be abandoned due to an uncooperative and repressive regime.

At Senator Coleman’s request last year, the Subcommittee launched this inquiry
into UNDP operations in North Korea. Our staffs interviewed people from the State
Department, UNDP, other U.N. offices, GAO, and others. Our staffs reviewed exten-
sive documentation, including reports, correspondence, emails, financial spread-
sheets, and bank records.

The Subcommittee also obtained copies of three nonpublic audit reports for the
years 1999, 2001, and 2004, which had been prepared for the UNDP on its North
Korean operations. These reports were obtained from confidential sources because,
under UNDP policy, not even UNDP Executive Board members are entitled to cop-
ies of program audits. We also reviewed a 2007 audit report which UNDP commis-
sioned in response to the allegations and released to the public. All four audits pro-
vided valuable information, perspective, and context.

In addition, the Subcommittee staff met twice in New York with senior officials
from the North Korean Mission to the United Nations and had, frankly, a surpris-
ingly open exchange about the allegations at issue today. In my experience, direct
meetings between North Korean and Congressional personnel are rare, and we
would like to acknowledge the North Koreans’ responses to our inquiries. Their in-
formation contributed to our understanding of what transpired.

The information obtained from the Subcommittee investigation, as well as the
staff findings and recommendations, are laid out in a Staff Report being released
in connection with today’s hearing. I will focus here on a few highlights.

First, it is clear that UNDP operations in North Korea did not follow standard
UNDP policy and practice, and were undermined by management and operational
deficiencies. Many of these deviations from UNDP policy and practice were the re-
sult of demands made by the North Korean government. For example, North Korea
insisted and, contrary to UNDP policy and practice, UNDP agreed to hire as its
local staff only persons selected by the North Korean government. UNDP also
agreed to pay their salaries and expenses with convertible currency, such as U.S.
Dollars or Euros, rather than use the local currency, which was the non-convertible
North Korean Won. Moreover, UNDP made the payments not to the individuals
doing the work, but to the North Korean government itself, even after suspecting
that the regime, in the words of one UNDP official, was “skimming” money from
the payments.

The North Korean government also insisted that UNDP conduct its financial
transactions using the North Korean state-owned Foreign Trade Bank, even though
UNDP wasn’t allowed on the bank premises and was forced to use North Korean
personnel to execute the bank paperwork. That arrangement undermined UNDP fis-
cal control over its funds. Still another problem was that UNDP officials were not
allowed to visit local project sites without prior notice to, and in the company of,



7

North Korean officials. Those project visits weren’t the independent inspections
called for by UNDP policy and practice.

After the U.S. State Department complained to the Executive Board about UNDP
practices in North Korea, UNDP attempted to install better safeguards on its pro-
gram there. These safeguards would have required local payments to be made in
the North Korean Won, allowed local staff to be hired directly by UNDP, and given
UNDP greater access to inspect project sites. But North Korea declined to accept
the new conditions, and UNDP withdrew from the country.

Before that, UNDP had operated for years in North Korea under these and other
staffing, fiscal, and administrative constraints. UNDP personnel told the Sub-
committee that, despite the constraints, it was able to accomplish important human-
itarian aims in its North Korean work. It designed agricultural, health, and eco-
nomic development projects, and verified that they took place as intended.

When asked about press reports on the transfer of upward of $100 million in hard
currency to North Korea over 10 years, UNDP indicated that figure was impossible
since, over the ten years, UNDP’s total expenditures in North Korea did not exceed
about $33.5 million. UNDP explained that the $33.5 million paid for UNDP’s own
expenses as well as North Korean development costs. UNDP estimated that, of the
$33.5 million spent, only about $400,000 was transferred to the North Korean gov-
ernment account designated for use on development projects. About $6 million was
spent by the UNDP for local staff salaries, rent, and office costs, again, over 10
years. While the Subcommittee staff was unable to confirm these estimates through
its own analysis, since key financial records remained in Pyongyang, a UNDP com-
missioned audit is now underway to do just that, and there appears to be little rea-
son to believe that the figure of upward of $100 million that appeared in the press
will be sustained.

The UNDP was itself responsible for some of the confusion surrounding its oper-
ations in North Korea. When U.S. diplomatic personnel asked about its North Ko-
rean operations in 2006, the UNDP initially refused to provide detailed information
and denied access to the relevant audit reports. Later, UNDP allowed the United
States to see the audit reports but permitted U.S. personnel to review them on a
single occasion without allowing copies to be made. This overly restrictive audit pol-
icy impedes oversight and encourages inaccuracies.

This Subcommittee obtained copies of the UNDP audit reports and used the infor-
mation to develop a better understanding of UNDP operations in North Korea. We
have seen no reason for the audit reports to have been kept secret. Inaccessible U.N.
audit reports are a perennial sore point that continues to strain U.S.-U.N. relations
and casts suspicion, often needlessly, on U.N. activities.

UNDP Administrator Kemal Dervis has proposed that the UNDP Executive Board
grant access to UNDP audits on a routine basis to UNDP Executive Board mem-
bers. His proposal has limitations—it applies only to future audits, allows only in-
person reviews, and does not allow photocopies—but it is a step forward. I urge the
UNDP Executive Board to allow unfettered audit access to all UNDP financial and
management audits, not only for Board members, but also all U.N. member states
and the public.

Another problem to be examined today involves the UNDP’s treatment of the key
employee who spoke out about the problems in North Korea, Artjon Shkurtaj,
former Operations Manager of the UNDP office in Pyongyang. Mr. Shkurtaj blew
the whistle on what he believed were management and operational deficiencies in
North Korea. He reported those problems to his superiors and eventually to Ambas-
sador Wallace at the U.S. Mission to the United Nations. Rather than support him,
UNDP decided not to renew his contract.

Given the pending Independent Investigative Review now examining his case, this
is not the occasion to consider all of Mr. Shkurtaj’s allegations or the details of his
treatment by UNDP. It is appropriate, however, to express concern about UNDP
whistleblower protections in general. After his contract ended, Mr. Shkurtaj filed a
complaint with the recently created U.N. Ethics Office alleging UNDP retaliation.
In an August 2007 letter, the U.N. Ethics Office wrote that Mr. Shkurtaj had estab-
lished “a prima facie case of retaliation,” but concluded that the Office lacked juris-
diction to resolve his case. The letter noted that an Ethics Office review would have
been in the “best interests of the United Nations,” but UNDP had declined the Of-
fice’s request to voluntarily submit the Shkurtaj matter for review. Later, UNDP set
up an ad hoc review team that is now considering Mr. Shkurtaj’s claim of retalia-
tion.

UNDP’s refusal to submit the Shkurtaj matter to the Ethics Office for review un-
dermined the status and authority of that Office and undermined confidence that
U.N. personnel can blow the whistle on waste, fraud, or abuse without fear of ret-
ribution. The Secretary General has since directed all U.N. agencies to establish
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their own ethics offices and created an Ethics Committee to encourage U.N.-wide
ethics rules. We will be discussing that effort today. The bottom line, however, is
that UNDP’s treatment of Mr. Shkurtaj is the latest blow to U.N. whistleblower pro-
tections, and it doesn’t inspire confidence in UNDP’s willingness to hear negative
reports about its operations.

The UNDP’s overly restrictive audit policy and weak whistleblower protections
contributed to the concerns about its North Korean operations. UNDP was also the
victim of misleading actions by North Korea. The Subcommittee investigation ob-
tained bank records showing, for example, that over a six month period from April
to September 2002, North Korea deposited a total of $2.7 million of its own funds
into a bank account that was supposed to be used exclusively for UNDP projects.
North Korea then moved its funds from that UNDP-related account to a bank ac-
count in Macau in the name of a Chinese company called International Finance and
Trade Joint Company, which has acted as a conduit for North Korea. IFTJ trans-
ferred the funds it received from North Korea to other accounts around the world
controlled by North Korea, each time referencing the UNDP program in the accom-
panying wire transfers even though the funds had nothing to do with UNDP activ-
1ity. Why would North Korea deposit its own funds into a bank account that was
supposed to only contain UNDP funds?

When asked about these transactions by the Subcommittee, North Korean officials
acknowledged the transfers. They said that the 2002 speech by President Bush in
which he said North Korea was part of an “axis of evil,” raised fears that North
Korean accounts would be frozen. North Korean officials told the Subcommittee that
the funds they transferred were for operating diplomatic missions in the United
States and Europe. They said that the North Korean Ministry of Foreign Affairs
used the UNDP-related account as a secure channel for transferring its own funds,
apparently because it was less likely to incur international scrutiny and be frozen.

North Korea did not alert UNDP to its actions, and UNDP told the Subcommittee
that it had no idea, until shown the bank records by our staff, that North Korea
had deposited its own funds into the bank account set up to receive UNDP funds
for UNDP development projects. UNDP had no access to the account records, since
the account was under the sole control of the North Korean government. UNDP also
was surprised to learn that the Foreign Trade Bank had routed some outgoing
UNDP funds through the same IFTJ bank account in Macao, and that two U.N.
payments totaling about $50,000, that had been made by UNDP on behalf of other
U.N. agencies, had gone to an entity that the State Department later linked to
North Korea weapons sales. The Staff Report provides greater detail about these in-
cidents and recommends new controls to prevent similar problems in the future, in-
cluding by enabling UNDP to monitor account activity of any host country account
set up to receive UNDP funds.

The UNDP is an important U.S. ally. Its mission coincides with our national in-
terest, as well as our hopes for a more secure and prosperous world. One key ques-
tion raised by this investigation is whether UNDP operations that help the people
living under repressive regimes should always just be ended, as they were in North
Korea, when the government bypasses UNDP controls designed to ensure trans-
parency and accountability.

I would like to thank all of the parties for their cooperation with this investiga-
tion. UNDP, in particular, patiently answered many Subcommittee inquiries. The
Subcommittee fully recognizes the privileges and immunities of the United Nations,
and we appreciate the extent of its voluntary cooperation as well as its allowing the
UNDP to brief the Subcommittee today.

We live in dangerous times. So many of the threats we face—terrorism, climate
change, infectious disease—require an international response. The United Nations,
including UNDP, is in a position to help confront those threats. But transparency
and accountability are essential to ensure their aims are advanced. It’s why we need
unfettered audit reports, strong whistleblower protections, and the willingness to
take a hard look at U.N. operations worldwide. Again, I commend Senator Coleman
for his initiative in this matter and I thank our staff not only for a thorough prod-
uct, but, as always, for working in a bipartisan way to improve and strengthen the
United Nations.

Senator Coleman.
OPENING STATEMENT OF SENATOR COLEMAN

Senator COLEMAN. Thank you, Mr. Chairman.
As Chairman Levin noted, today’s hearing examines manage-
ment and transparency problems in the operations of the United
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Nations Development Program (UNDP) in North Korea. At the out-
set, I want to express my sincere appreciation to Senator Levin and
his staff for their support in this investigation. This bipartisan ef-
fort highlights the Subcommittee’s most enduring and valuable
contribution to American governance: The recognition that some
matters are of such gravity that they transcend partisan politics
and require apolitical, sober examination. This would not have
been possible without your cooperation and leadership, Mr. Chair-
man, and I thank you.

Senator LEVIN. Thank you.

Senator COLEMAN. One of those issues that should transcend
partisanship is our obligation to ensure that when American tax-
payer dollars are used to fund any program, domestic or inter-
national, there is adequate transparency and accountability to
avoid fraud, abuse, or mismanagement. Today, we examine the
UNDP.

I would note at the outset that an effective United Nations is im-
portant to America’s national security interests. When the U.N. op-
erates transparently, efficiently and with accountability, it can
make great progress on the most intractable problems facing the
world. The UNDP, which is the largest development agency in the
United Nations System, is a central part of that effort. Its mission
is noble: Building democratic societies, reducing poverty, assisting
in crisis recovery, protecting the environment, and curbing the
AIDS epidemic around the world. Noble work, indeed.

However, if U.N. agencies like UNDP can be manipulated by bel-
ligerent regimes, Congress must re-examine the terms under which
it funds the U.N.s efforts. The evidence uncovered by the Sub-
committee’s investigation brings this obligation sharply into focus.

Over the course of the Subcommittee’s inquiry, we have reviewed
thousands of pages of documents, interviewed officials from the De-
partments of State, Commerce and Treasury, as well as current
and former U.N. and UNDP personnel. I want to echo Senator Lev-
in’s gratitude to the UNDP for their willingness to be interviewed
for dozens of hours. Subcommittee staff also sought out and met
with representatives of the North Korean Government, who cor-
roborated much of the evidence collected by the Subcommittee.

As the Chairman has noted, our investigation gathered evidence
establishing the following facts:

First, there were a range of deficiencies in UNDP’s managerial
and transparency controls that left it vulnerable to manipulation
by the North Korean regime.

Second, the North Korean Government engaged in deceptive fi-
nancial transactions to move more than $2.7 million all around the
world under the pretense of U.N. activities.

Third, more than $50,000 was transferred directly from UNDP to
an entity that, according to a State Department letter, has ties to
efforts by the North Korean regime to engage in weapons-related
activities.

Each of these areas is discussed in greater detail in a Sub-
committee Staff Report issued in conjunction with today’s hearing.

As we review the evidence and examine UNDP operations, we
should note that the United States pays much of the U.N.’s annual
bills. We contribute hundreds of millions of American taxpayer dol-
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lars to UNDP every year. For example, American taxpayer dollars
funded UNDP to the tune of $247 million in 2005 alone. To be
clear, that is on top of the over $1 billion the United States contrib-
utes to the U.N. Secretariat every year. We should keep these ex-
penditures in mind as we explore the evidence. Let me turn to that
evidence now.

The Subcommittee reviewed several management practices in
UNDP’s North Korea office and found that the North Korea oper-
ation suffered from certain significant deficiencies. These weak-
nesses related to a number of crucial activities, ranging from cash
management to staffing. For instance, the North Korean Govern-
ment forced UNDP to fill sensitive positions with North Korean of-
ficials chosen by the regime. As one UNDP official acknowledged,
those employees were “effectively agents of the [North Korean]
Government.” In addition, UNDP was pressured by the North Ko-
reans to make payments in hard currency—Ilike U.S. dollars or
euros—which the regime was desperate to obtain. Finally, the re-
gime imposed severe restrictions that hindered UNDP’s ability to
monitor the very projects that it was funding.

Many of these practices we identified were inconsistent with
UNDP policy and best practices. Some of these problems resulted
from one central failure: UNDP never adopted formal, definitive
protocols in its North Korean operations. Instead, it relied on a se-
ries of ad hoc arrangements cobbled together to accommodate
North Korean sensitivities. UNDP agreed to forego formal agree-
ments because the North Koreans resisted signing them, and
UNDP believed it could operate without them.

However, the Subcommittee’s investigation indicates that oper-
ating under these fluid arrangements with a totalitarian regime
like North Korea left UNDP vulnerable to manipulation. Let’s not
forget that this is a brutal, oppressive regime that was starved for
hard currency and willing to do whatever it takes to get it. And
UNDP was well aware of that. Yet UNDP largely acquiesced to
North Korea’s demands in order to keep its development projects
going.

These certainly are noble goals, but I fear that UNDP’s good in-
tentions led to a well-intentioned culture of laxity. In short,
UNDP’s desire to assist the North Korean people apparently
overrode their need to take necessary precautions. In effect, UNDP
operated in a Chernobyl-like environment with a hazmat suit made
of mesh. Ostensibly it was covered, but in reality it was vulnerable.

Many of the Subcommittee’s findings result from an analysis of
UNDP’s internal audits. Significantly, these audits were never in-
tended to see the light of day. The Chairman has noted the great
concerns we have here in this body with the inability of member
states of this country to be able to review those audits. Even
though the United States is among a handful of countries that pro-
vide the bulk of funding for UNDP, the U.S. Government is forbid-
den from reading UNDP audits. Member states, especially large do-
nors like the United States, should have access to U.N. audits.
Both donors and recipients of aid money have a stake in ensuring
that U.N. Funds and Programs are managed in an efficient, trans-
parent manner. The U.N.’s refusal to share audits with its donors
gives the impression that the U.N. has a “Keep your wallets open,
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and your mouths shut” stance toward the rest of the world. That
stance is antithetical to the concepts of transparency and account-
ability. Indeed, UNDP rightly preaches transparency and account-
ability to the developing nations that it is assisting. It seems that
UNDP should practice what it preaches.

After speaking with UNDP’s Administrator, Kemal Dervis, about
this very issue this week, I am confident that UNDP will take some
strides to improve their audit release policy. If UNDP fails to make
substantial changes in policy, however, Congress should seriously
consider changing the way we donate American tax dollars to the
UNDP and any other U.N. agencies that do not share their audits
with donors and member states.

Let me talk a little bit about whistleblower protection. No oper-
ation can achieve transparency and accountability when its em-
ployees cannot report wrongdoing without fear of retaliation. A re-
cent UNDP story makes that abundantly clear. A central figure in
this inquiry, which the Chairman has noted, is Artjon Shkurtaj,
the former Operations Manager in UNDP’s North Korean offices.
It was Mr. Shkurtaj who first reported concerns with UNDP’s
North Korea program, and without his willingness to speak up and
identify potential problems inside UNDP, none of these issues
would have come to light. After he spoke out about the question-
able practices, Mr. Shkurtaj was effectively terminated by the
UNDP. His contract was not continued. He has alleged that this
was retaliation for speaking out, that he was blacklisted because
he blew the whistle.

While the Subcommittee will not address that particular matter
today, his story exposed a gaping hole in the U.N. ethics regime.
When the U.N. created the Ethics Office in the wake of the Oil-for-
Food scandal, it appeared to be a step in the right direction. This
highly touted reform, however, was largely eviscerated in its first
real test—Mr. Shkurtaj’s complaint against UNDP. In response to
Mr. Shkurtaj’s claim, UNDP argued that the Ethics Office covered
only the U.N. Secretariat and not U.N. Funds and Programs like
UNDP. The Ethics Office determined that Mr. Shkurtaj did, in fact,
make a prima facie case of retaliation, but ultimately it agreed
with UNDP, concluding that it did not have jurisdiction over any-
thing but the Secretariat. That ruling undermined the whistle-
blower protection policies for thousands of employees in the U.N.’s
Funds and Programs. In short, that decision gutted the U.N.’s sig-
nature management reform.

It goes without saying that a strong whistleblower protection pol-
icy will strengthen an organization in the long run. That is why I
sponsored legislation that conditions UNDP funding on fair and ef-
fective whistleblower protection policies. The Secretary-General re-
cently issued a bulletin to broaden the U.N.’s ethics rules and ex-
pand the whistleblower protections. That is certainly encouraging.
The proof, however, is in the pudding, and I look forward to hear-
ing from our witnesses and briefers from the U.N. about whether
these newly announced measures are adequate and are in place.

Beyond the management and oversight deficiencies, the Sub-
committee has obtained evidence establishing that the North Ko-
rean Government engaged in deceptive financial transactions under
the guise of United Nations activity. In particular, the Sub-
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committee obtained wire transfers and other banking records that
document nine transfers, in which the North Korean Government
moved a total of $2.72 million from its accounts to accounts in
Western banks. The banking records indicate that the North Kore-
ans routed the transactions through a front company in Macau and
suggested that the transfers were for the “purchase of buildings”
in Canada, the United Kingdom, and France. What is most trou-
bling of all, however, is that the North Korean regime invoked the
name of the United Nations to give the transfers some legitimacy.

The Subcommittee has confirmed with UNDP and the North Ko-
rean Government that these transactions had absolutely nothing to
do with U.N. activities. While it is unclear how the funds were ulti-
mately used, these transactions illustrate how this rogue regime
was able to move large amounts of funds out of North Korea and
into the West’s financial system, dropping the U.N. name as a
cover story.

UNDP officials have advised this Subcommittee that they found
these transactions deeply disturbing. They stated that they did not
know of the transactions, and that none of its projects would entail
the purchase of buildings in North America or Europe. While the
funds do not appear and we do not know whether this is, in fact,
UNDP money, the key is not the origin of the money in this par-
ticular instance but, rather, that there are loopholes in the system.
UNDP itself has admitted that none of its controls could have
caught this apparent misuse of its name by the North Korean re-
gime.

These transactions represent a cause for alarm. The reason for
the elaborate measures used to shield these transfers—such as the
use of the front company, the bogus connection to the United Na-
tions, the use of buildings or property purchases to justify large
transfers—is clear: North Korea was trying to shield its financial
maneuvers from scrutiny and give Kim Jong Il greater access to
international financial institutions.

In fact, the North Koreans told us that quite clearly. As the
Chairman has noted, the North Koreans informed the Sub-
committee that, following President Bush’s State of the Union Ad-
dress in 2002, in which he included North Korea in the “axis of
evil,” that they feared that their assets would be frozen. So the re-
gime sought secure paths to funnel its money to more secure ac-
counts. The account related to the U.N. activity presented a safe
route.

The ostensible connection to U.N. activities is perhaps the most
troubling aspect of these discoveries. Officials from executive agen-
cies have advised the Subcommittee that transactions involving
U.N. entities would likely receive less scrutiny from bank regu-
lators and bank compliance units who may simply assume that
such transfers are in furtherance of U.N.-related activity. In effect,
North Korea’s bogus description of these transfers as related to
UNDP activity is the financial equivalent of painting a Red Cross
symbol on a Bradley fighting vehicle.

The significance is clear. Recently, the U.S. Government has
been making overtures to the North Korean regime. Officials from
the Federal Government recently met with North Korean officials
to advise them on how they could re-enter the international finan-
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cial system. Moreover, Congress may be asked to alter the laws
currently prohibiting certain transactions from being conducted
with North Korean entities; it is equally likely that Congress will
be asked to increase funds for North Korean humanitarian, devel-
opmental, and nuclear monitoring projects. As Congress con-
templates these moves, it would be irresponsible not to seek assur-
ances that such matters are being addressed.

At the same time, UNDP must determine whether their name is
being used elsewhere in connection with questionable activities. By
definition, UNDP operates in countries that are in dire need of de-
velopment assistance. In some instances, they are dealing with the
worst, most untrustworthy regimes on the planet. It is deeply dis-
turbing that there are no controls in place to prevent such manipu-
lation of UNDP’s presence. UNDP should take steps to ensure that
its name and resources are not used as cover for non-U.N. activi-
ties. The United States should seek assurances from UNDP that its
name, offices, and resources are not being used by outlaw or cor-
rupt states to facilitate their financial shenanigans.

Unfortunately, these are not the only types of troubling trans-
actions that the Subcommittee has uncovered. The Subcommittee
has established that UNDP made payments totaling more than
$50,000 to an entity that, according to a letter from a State Depart-
ment official, has “ties to a North Korean entity that that has been
designated [by the U.S. Government] as the main North Korean fi-
nancial agent” for sales of weapons and missiles. The payments at
issue are described more completely in a classified annex to the
Subcommittee Staff Report, and for reasons of national security, we
are precluded from further disclosure concerning those matters in
an open hearing. Suffice it to say, however, that these transactions
raise disturbing questions.

UNDP has responded that they made these payments on behalf
of UNESCO, another U.N. agency operating in North Korea. While
we have no evidence to the contrary, it is beside the point: Under
no circumstances should U.N. funds be transferred to an entity
connected with nefarious activity. U.N. agencies should adopt more
aggressive measures to ensure that the vendor is not associated
with illicit conduct.

The matters to be examined here today and in the Staff Report
make clear both Congress’s obligation to have accurate and com-
plete information on the agencies it funds with U.S. taxpayer
money, as well as the obligation of executive agencies to exercise
appropriate oversight over multilateral bodies such as the United
Nations. The evidence also demonstrates that UNDP should adopt
stronger safeguards when operating in totalitarian regimes to en-
sure that it will not be vulnerable to manipulation by the host
country.

I appreciate UNDP’s hard work. They operate in the most dif-
ficult political and social environments on the globe and seek to im-
prove the lives of the world’s most downtrodden people. I share
those objectives, and I am encouraged by the constructive dialogue
that we have maintained with UNDP throughout this process. I
look forward to continuing that constructive dialogue with the
UNDP representatives, as well as our other witnesses today.

Thank you, Mr. Chairman.
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[The prepared statement of Senator Coleman follows:]

PREPARED STATEMENT OF SENATOR COLEMAN

As Chairman Levin noted, today’s hearing examines management and trans-
parency problems in the operations of the United Nations Development Program
(UNDP) in North Korea. At the outset, I want to express my sincere appreciation
to Senator Levin and his staff for their support in this investigation. This bipartisan
effort highlights the Subcommittee’s most enduring and valuable contribution to
American governance: the recognition that some matters are of such gravity that
they transcend partisan politics and require apolitical, sober examination. This
would not have been possible without your cooperation and leadership, Mr. Chair-
man, and I thank you.

One of those issues that should transcend partisanship is our obligation to ensure
that American tax-dollars are not being used to harm American interests. Now,
more than ever, the United States must balance two competing interests: its core
duty to protect the American people from its enemies, on the one hand, and its
moral obligation to lead the effort to improve the lives of the downtrodden in the
under-developed world, on the other. These efforts need not conflict. In fact, in many
situations, the goals work hand-in-hand—by helping the downtrodden, we simulta-
neously undermine their oppressors and empower them to transform their own
countries into free—and non-threatening—members of the international community.

The United Nations is one of America’s most important partners in this endeavor.
When the U.N. operates transparently, efficiently and with accountability, it can
make great progress on the most intractable problems facing the world. The United
Nations Development Program, which is the largest development agency in the
United Nations system, is a central part of that effort. Its mission is noble: building
democratic societies, reducing poverty, assisting in crisis recovery, protecting the en-
vironment, and curbing the AIDS epidemic around the globe. Noble work, indeed.

However, if U.N. agencies like UNDP can be manipulated by belligerent regimes,
Congress must re-examine the terms under which it funds the U.N.’s efforts. The
evidence uncovered by the Subcommittee’s investigation brings this obligation into
sharp focus.

Over the course of the Subcommittee’s inquiry, we have reviewed thousands of
pages of documents, interviewed officials from the Departments of State, Commerce
and Treasury, as well as current and former U.N. and UNDP personnel. I want to
echo Senator Levin’s gratitude to the UNDP for their willingness to be interviewed
for dozens of hours. Subcommittee staff also sought out and met with representa-
tives of the North Korean government, who corroborated much of the evidence col-
lected by the Subcommittee.

Our investigation gathered evidence establishing the following facts:

o First, there were a range of deficiencies in UNDP’s managerial and trans-
parency controls that left it vulnerable to manipulation by the North Korean
regime.

Second, the North Korean government engaged in deceptive financial trans-

actions to move more than $2.7 million all around the world under the pre-

tense of U.N. activities.

e Third, more than $50,000 was transferred directly from UNDP to an entity
that, according to a State Department letter, has “ties” to efforts by the North
Korean regime to engage in weapons-related activities.Each of these areas is
discussed in great detail in a Subcommittee staff report issued in conjunction
with today’s hearing.

As we review the evidence and examine UNDP operations, we should note that
the United States pays much of the U.N.’s annual bills. We contribute hundreds of
millions of American tax-dollars to UNDP every year—for example, American tax-
payers funded UNDP to the tune of 247 million dollars in 2005 alone. To be clear,
that is on top of the $1 billion the U.S. contributes to the U.N. Secretariat every
year. We should keep these expenditures in mind as we explore the evidence. Let’s
turn to that evidence now.

MANAGERIAL AND TRANSPARENCY FAILURES

The Subcommittee reviewed several management practices in UNDP’s North
Korea office and found that the North Korea operation suffered from certain signifi-
cant deficiencies. These weaknesses related to a number of crucial activities, rang-
ing from cash management to staffing. For instance, the North Korean government
forced UNDP to fill sensitive positions with North Korean officials chosen by the re-
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gime. As one UNDP official acknowledged, those employees were “effectively agents
of the [North Korean] government.” In addition, UNDP was pressured by the North
Koreans to make payments in hard currency—like U.S. dollars and Euros—which
the regime was desperate to obtain. Finally, the regime imposed severe restrictions
that hindered UNDP’s ability to monitor the very projects that it was funding.

Many of the practices we 1dentified were inconsistent with UNDP policy and best
practices. Some of these problems resulted from one central failure: UNDP never
adopted formal, definitive protocols in its North Korea operations. Instead, it relied
on a series of ad hoc arrangements cobbled together to accommodate North Korean
sensitivities. UNDP agreed to forgo formal agreements because the North Koreans
resisted signing them, and UNDP believed it could operate without them.

However, the Subcommittee’s investigation indicates that operating under these
fluid arrangements with a totalitarian regime like North Korea left UNDP vulner-
able to manipulation. Let’s not forget that this is a brutal, oppressive regime that
was starved for hard currency and willing to do whatever it takes to get it. And
UNDP was well aware of that. Yet, UNDP largely acquiesced to North Korea’s de-
mands in order to keep its development projects going.

These are certainly noble goals, but I fear that UNDP’s good intentions led to a
well-intentioned culture of laxity. In short, UNDP’s desire to assist the North Ko-
rean people apparently overrode their need to take necessary precautions. In effect,
UNDP operated in a Chernobyl environment with a Haz-mat suit made of mesh—
ostensibly it was covered, but in reality it was vulnerable.

Many of the Subcommittee’s findings result from an analysis of UNDP’s internal
audits. Significantly, these internal audits were never intended to see the light of
day. Even though the United States is among a handful of countries that provide
the bulk of funding for UNDP, the U.S. Government is forbidden from reading
UNDP’s audits. Member-states, especially large donors like the US, should have ac-
cess to the U.N.’s audits. Both donors and recipients of aid money have a stake in
ensuring that funds and programs are managed in an efficient, transparent manner.
The U.N.’s refusal to share audits with its donors gives the impression that the U.N.
has a “Keep your wallets open, and your mouths shut” stance toward the rest of
the world. That stance is antithetical to the concepts of transparency and account-
ability. Indeed, UNDP rightly preaches transparency and accountability to the de-
Velopi}rllg nations that it is assisting—it seems that UNDP should practice what it
preaches.

After speaking with UNDP’s Administrator, Kemal Dervis, about this very issue
earlier this week, I am confident that UNDP will take some strides to improve their
audit-release policy. If UNDP fails to make a substantial change in policy, however,
Congress should seriously consider changing the way we donate American tax-dol-
lars to the UNDP and any other U.N. agencies that do not share their audits with
donors and member states.

RETALIATION AND THE U.N.’s WHISTLEBLOWER PROTECTION POLICIES

No operation can achieve transparency and accountability when its employees
cannot report wrongdoing without fear of retaliation. A recent UNDP story makes
that abundantly clear. A central figure in this inquiry is Mr. Artjon Shkurtaj, the
former Operations Manager in UNDP’s North Korean offices. It was Mr. Shkurtaj
who first reported concerns with UNDP’s North Korea program, and without his
willingness to speak up and identify potential problems inside UNDP, none of these
issues would have come to light. After he spoke out about the questionable prac-
tices, Mr. Shkurtaj was effectively terminated by the UNDP. He has alleged that
th}ils viras retaliation for speaking out—that he was blacklisted because he blew the
whistle.

While the Subcommittee will not address that particular matter today, his story
exposed a gaping hole in the U.N. ethics regime. When the U.N. created the Ethics
Office in the wake of the Oil-For-Food scandal, it appeared to be a step in the right
direction. This highly-touted reform, however, was largely eviscerated in its first
real test—Mr. Shkurtaj’s complaint against UNDP. In response to Mr. Shkurtaj’s
claim, UNDP argued that the Ethics Office covered only the U.N. Secretariat and
not funds and programs like UNDP. The Ethics Office determined that Mr. Shkurtaj
did, in fact, make a prima facie case of retaliation—but ultimately it agreed with
UNDP, concluding that it did not have jurisdiction over anything but the Secre-
tariat. That ruling undermined the whistleblower protection policies for thousands
of employees in the U.N.’s funds and programs. In short, that decision gutted the
U.N.’s signature management reform.

It goes without saying that a strong whistleblower protection policy will strength-
en an organization in the long run. That is why I sponsored legislation that condi-
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tions UNDP funding on fair and effective whistleblower protection policies. The Sec-
retary-General recently issued a bulletin to broaden the U.N.’s ethics rules and ex-
pand the whistleblower protections. That is certainly encouraging. The proof, how-
ever, is in the pudding, and I look forward to hearing from our witnesses and
briefers from the U.N. about whether these newly-announced measures are ade-
quate.

DECEPTIVE FINANCIAL PRACTICES BY THE NORTH KOREAN GOVERNMENT

Beyond the management and oversight deficiencies, the Subcommittee has ob-
tained evidence establishing that the North Korean government engaged in decep-
tive financial transactions under the guise of United Nations activity. In particular,
the Subcommittee obtained wire transfers and other banking records that document
nine transfers, in which the North Korean government moved a total of $2.72 mil-
lion from its accounts in Pyongyang to its accounts in Western banks. The banking
records indicate that the North Koreans routed the transactions through a front
company in Macau and suggested that the transfers were for the “purchase of
building[s]” in Canada, the United Kingdom and France. What is most troubling of
all, however, is that the North Korean regime invoked the name of the U.N. to give
the transfers some legitimacy.

The Subcommittee has confirmed with UNDP and the North Korean government
that these transactions had absolutely nothing to do with any U.N. activities. While
it is unclear how the funds were ultimately used, these transactions illustrate how
this rogue regime was able to move large amounts of funds out of North Korea and
into the West’s financial system, dropping the U.N. name as a cover story.

UNDP officials have advised this Subcommittee that they found these trans-
actions deeply disturbing. They stated that they did not know of the transactions,
and that none of its projects would entail the purchase of buildings in North Amer-
ica or Europe. While the funds do not appear to have included UNDP money, the
key is not that the origin of the money in this particular instance, but rather that
there are loopholes in the system—UNDP itself has admitted that none of its con-
trols could have caught this apparent misuse of its name by the North Korean re-
gime.

These transactions represent a cause for alarm. The reason for the elaborate
measures used to shield these transfers—such as the use of the front company, the
bogus connection to the U.N., the use of buildings or property purchases to justify
large transfers—is clear: North Korea was trying to shield its financial maneuvers
from scrutiny and give Kim Jong Il greater access to international financial institu-
tions.

In fact, the North Koreans told us that quite clearly. North Korean officials in-
formed the Subcommittee that, following President Bush’s State of the Union Ad-
dress in 2002, in which he included North Korea in the “Axis of Evil,” their govern-
ment feared that its assets would be frozen. So, the regime sought secure paths to
funnel its money to more secure accounts. The account related to the U.N. activity
presented a safe route.

The ostensible connection to U.N. activities is perhaps the most troubling aspect
of these discoveries. Officials from executive agencies have advised the Sub-
committee that transactions involving U.N. entities would likely receive less scru-
tiny from bank regulators and bank compliance units who may simply assume that
such transfers are in furtherance of U.N.-related activity. In effect, North Korea’s
bogus description of these transfers as related to UNDP activity is the financial
equivalent of painting a Red Cross symbol on a Bradley Fighting Vehicle.

The significance is clear. Recently, the U.S. Government has been making over-
tures to the North Korean regime. Officials from the federal government recently
met with North Korean financial officials to advise them on how they could re-enter
the international financial system. Moreover, Congress may be asked to alter the
laws currently prohibiting certain transactions from being conducted with North Ko-
rean entities; it is equally likely that Congress will be asked to increase funds for
North Korean humanitarian, developmental and nuclear monitoring projects. As
Congress contemplates these moves, it would be irresponsible not to seek assurances
that such matters are being addressed.

At the same time, UNDP must determine whether their name is being used else-
where in connection with questionable activities. By definition, UNDP operates in
countries that are in dire need of development assistance. They are dealing with the
worst, most untrustworthy regimes on the planet. It is deeply disturbing that there
are no controls in place to prevent such manipulation of UNDP’s presence. UNDP
should take steps to ensure that its name and resources are not used as cover for
non-UN activities. The United States should seek assurances from UNDP that its
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name, offices and resources are not being used by outlaw or corrupt states to facili-
tate their financial shenanigans.

WEAPONS PROLIFERATION TRANSFERS

Unfortunately, these are not the only type of troubling transactions that the Sub-
committee has uncovered. The Subcommittee has established that UNDP made pay-
ments totaling more than $50,000 to an entity that, according to a letter from a
State Department official, has “ties to a North Korean entity that that has been des-
ignated [by the U.S. Government] as the main North Korean financial agent” for
sales of weapons and missiles. The payments at issue are described more completely
in a classified annex to the Subcommittee staff report and, for reasons of national
security, we are precluded from further disclosure concerning those matters in an
open hearing. Suffice it to say, however, that these transactions raise disturbing
questions.

UNDP has responded that it made these payments on behalf of UNESCO, another
U.N. agency operating in North Korea. While we have no evidence to the contrary,
it is beside the point: under no circumstances should U.N. funds be transferred to
an entity connected with nefarious activity. U.N. agencies should adopt more ag-
gressive measures to ensure that the vendor is not associated with illicit conduct.

The matters to be examined here today and in the staff report make clear both
Congress’s obligation to have accurate and complete information on the agencies it
funds with U.S. taxpayer money, as well as the obligation of executive agencies to
exercise appropriate oversight over multilateral bodies such as the United Nations.
The evidence also demonstrates that UNDP should adopt stronger safeguards when
operating in totalitarian regimes to ensure that it will not be vulnerable to manipu-
lation by the host country.

Let me be clear: I appreciate UNDP’s hard work—they operate in the most dif-
ficult political and social environments on the globe and seek to improve the lives
of the world’s most downtrodden people. I share those objectives and I am encour-
aged by the constructive dialogue we have maintained with UNDP throughout this
process. I look forward to continuing that constructive discussion with the UNDP
representatives, as well as our other witnesses today.

Senator LEVIN. Thank you, Senator Coleman.
Senator Coburn, do you have an opening statement.

OPENING STATEMENT OF SENATOR COBURN

Senator COBURN. Just a few short comments. First of all, thank
you for the work of this Subcommittee in addressing this issue. As
you know, I have been highly critical for the past 3 years of the
lack of transparency at the United Nations, not just at UNDP but
at the complete United Nations. And I also passed an amendment
that passed the Senate 92—1 that said our funds ought to be contin-
gent on transparency at the United Nations. Now, that was gutted
in conference, and so that is not our policy. But I can assure you
I plan to bring that back up each and every time we consider ap-
propriations and authorizations for the United Nations.

There can be no accountability anywhere in the world where
there is not transparency. UNDP has no transparency. It does not
even allow the members sitting on its Executive Board to see the
audits, let alone the Congress to see the audits. And so what we
find is a very troubling position that the American taxpayer finds
itself in: Sending money, a quarter of a billion dollars this last
year, plus another $5.3 billion that we contribute, over 21 percent
of the United Nations, of which we know 40 percent of it is fraudu-
lent and wasted. We know that. And yet nobody wants to solve the
problem. And whether it is for taxpayers here or those people we
are intending to help throughout the world, without transparency
we will accomplish nothing of permanent value. And when people
question the integrity and the ethics of the process, no matter what
our message is, it goes unheard.



18

And so I am going to redouble my effort in terms of requiring
transparency, both through procedural positions on the floor and
amendments, and I want to thank the staff of this Subcommittee
for their diligent work. And so we cannot continue doing what we
are doing. It cannot continue. The American people, as they find
out about this, are sick. We are paying money to help the North
Koreans sell missiles? I mean, that is in essence—when you boil it
all down, that is what we are doing.

And so it has got to stop, and I look forward to the testimony
of our witnesses. I thank both the Ambassador to the U.N. and
Ambassador Wallace for their work and their efforts, and I look for-
ward to the questioning.

Senator LEVIN. Thank you, Senator Coburn.

Now let me welcome our first panel to this morning’s hearing.
We are delighted to have with us Zalmay Khalilzad, the U.S. Am-
bassador to the United Nations, and Mark Wallace, the U.S. Am-
bassador for U.N. Management and Reform. We very much appre-
ciate you both being with us this morning. We welcome you to the
Subcommittee.

As you are aware, pursuant to Rule VI, all witnesses who testify
before this Subcommittee are required to be sworn in. So at this
time I would ask you both to please stand and raise your right
hand. Do you swear that the testimony that you will give before
this Subcommittee will be the truth, the whole truth, and nothing
but the truth, so help you, God?

Ambassador KHALILZAD. I do.

Ambassador WALLACE. I do.

Senator LEVIN. We are going to be using a timing system today.
We would appreciate it if you could give your oral testimony in 5
minutes. Your entire testimony, of course, will be made part of the
record. About a minute before the 5 minutes is up, there will be
a red light—the red light comes at 5 minutes, but the light will
change from green to yellow about a minute before the red light
comes on.

Ambassador Khalilzad, why don’t you go first. Again, let me give
you a special welcome. It is always great to see you, whether it is
here or in more difficult areas of the world—at least I think they
are more difficult than the Subcommittee. But it is great to see you
again.

TESTIMONY OF HON. ZALMAY KHALILZAD,! U.S. AMBASSADOR
TO THE UNITED NATIONS, NEW YORK, NEW YORK

Ambassador KHALILZAD. Thank you. Mr. Chairman, Senator
Coleman, and Senator Coburn, it is an honor to appear before this
Subcommittee. I want to thank you for your leadership in looking
into the issue of the North Korean and UNDP interaction. It is a
very worthwhile investigation. Thank you also for the opportunity
to discuss our efforts to promote transparency and accountability
within the United Nations generally.

The United States, as one of the founders of this institution, de-
signed the U.N. to maintain international peace and security, pro-
mote economic and social advancement, and reaffirm faith in fun-

1The prepared statement of Ambassador Khalilzad appears in the Appendix on page 63.
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damental human rights. Though we all know its limitations, the
U.N,, including UNDP, serves our interests.

I have personally seen in Afghanistan and Iraq the significant
contributions the United Nations can make when it has the right
mandate and the right leadership in the field. The United States
has a great interest in ensuring that the United Nations succeeds
as an institution.

When 1 testified before the Senate Foreign Relations Committee
on March 15 last year, as the President’s nominee to serve as the
U.S. Permanent Representative to the United Nations, I said that
one of my principal goals in New York would be to promote effec-
tive, efficient, transparent, accountable, and ethical management of
the United Nations. Since my arrival at the U.S. Mission last
spring, my staff and I have been striving to fulfill this objective, fo-
cusing on a number of key U.N. management reforms in order to
make the U.N. more effective and to ensure that the U.S. taxpayers
receive value for the money we pay in assessed and voluntary con-
tributions.

In my opening remarks today, I would like to cite four recent
achievements related to reform that apply to the U.N. in general:

First, establishment of the Independent Audit Advisory Com-
mittee. In November of last year, the General Assembly elected five
individuals to serve as the first members of this committee, includ-
ing David Walker of the United States, who is both the Comptroller
General of the United States and current head of the U.S. Govern-
ment Accountability Office.

Second, the extension of the U.N. Ethics Code to apply overall to
the U.N. System, including the U.N. Funds and Programs.

Third, continuation of the work of the United Nations Procure-
ment Task Force which to date has identified ten significant in-
stances of fraud and corruption involving tainted contracts worth
$610 million.

And, fourth, Mr. Chairman, the establishment of a new frame-
work for mandate review.

Despite these four achievements, we still have a long way to go
to achieve the U.N. reform that we want in terms of accountability
and transparency. For example, significant work remains to be
done in order to achieve substantive progress in the area of man-
date review.

We also have a considerable stake in advancing needed reforms
with respect to U.N. Funds and Programs. The United States pro-
vides some $3 billion a year to U.N. Funds and Programs and Spe-
cialized Agencies. These programs do important and valuable work,
as you said, Mr. Chairman and Senator Coleman, throughout the
world. Therefore, we want to ensure that the resources devoted to
them are delivered efficiently, effectively, and with oversight and
accountability to the world’s neediest people and that they are used
for their intended purposes.

To pursue these objectives in practical ways, the U.S.-U.N. Mis-
sion has launched an initiative that we call UNTAI, the U.N.
Transparency and Accountability Initiative. Since May 2007, the
U.S.-U.N. has made progress in some of eight UNTAI reforms out-
lined in my written testimony, such as the extension of jurisdiction
of the U.N. Ethics Office over the UN. Funds and Programs, as
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well as a new policy providing for the availability of prospective in-
ternal audit reports to member states. We will remain diligent, Mr.
Chairman, in pursuing and pushing for the implementation of the
entire package of reforms and will continue to press for the avail-
ability of past audits.

I would like to turn to the issue concerning North Korea. The
mission of the United States in the United Nations raised a num-
ber of concerns with regard to this program sometime ago. The
UNDP in North Korea established its mission in 1979. The purpose
was to “support and supplement the national efforts of the DPRK
at solving the most important problems of their economic develop-
ment and to promote social progress and better standards of life.”
This effort reflected the international community’s concern for the
immense suffering of the people of North Korea. The program was
shut down, as you said, Mr. Chairman, in March 2007 because the
DPRK refused to accept the application of U.N. rules and regula-
tions that apply across UNDP and that were agreed to by the
UNDP Executive Board in January 2007.

In June 2006, the United States raised the issue of the irregular-
ities of UNDP’s operations in North Korea with UNDP officials.
Specifically, our concerns related to whether the UNDP acted in
North Korea in violation of U.N. policies and rules by, first, making
payments in hard foreign currency; second, utilizing staff seconded
from the North Korean Government in core functions; and, three,
failing to make adequate project site visits. The purpose of this im-
portant triad of financial controls was to ensure that development
money directed to North Korea would serve its intended bene-
ficiaries—the North Korean people.

On May 31, 2007, a Board of Auditors preliminary inquiry, initi-
ated by the Secretary-General and the UNDP Executive Board,
validated USUN concerns in those areas. In this period, the U.S.
Government received further information that indicated the pos-
sible misuse of funds in the DPRK programs. USUN shared their
concerns about this new information and inquired about these mat-
ters with UNDP officials. We also proceeded to engage with the
UNDP at the technical level to resolve our concerns, providing rep-
resentative samples of the information we had received.

Mr. Chairman, the USUN and UNDP could not come to closure
on the facts of what had happened. Therefore, USUN sought an
independent investigation of UNDP operations in the DPRK. At the
end of September, UNDP established the External Independent In-
vestigative Review Panel, led by Mr. Nemeth, the former Prime
Minister of Hungary, to review UNDP operations in the DPRK. We
have met with Mr. Nemeth and his staff on several occasions and
have emphasized our strong commitment to providing all possible
assistance in order to facilitate the work of the Review Panel. Our
understanding is that Mr. Nemeth will complete his investigation
in March 2008. We look forward to his report.

Mr. Chairman, Senator Coleman, Senator Coburn, these are crit-
ical issues that affect not only the situation in North Korea but
also, as you have all stated, the trust and confidence of Americans
and other donors to the UNDP, as well as those in the less devel-
oped world who share an interest in an effective and efficient
UNDP and the vitally important goal that aid—humanitarian or
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development aid—is delivered to its intended recipients, the world’s
neediest people.

Mr. Chairman, I thank you and Senator Coleman and Senator
Coburn and the Subcommittee for your interest in this matter. I
look forward to reviewing in detail the report of the Subcommittee.
I want to state a firm commitment to you that my goal is to work
with UNDP and the U.N. at large to make it as effective and as
efficient as possible to serve the intent for which it was created and
the purposes for which the Americans contribute their hard-earned
money to that organization.

Thank you very much, Mr. Chairman.

Senator LEVIN. Ambassador Wallace, do you have a statement?

TESTIMONY OF HON. MARK D. WALLACE, U.S. AMBASSADOR
FOR UNITED NATIONS MANAGEMENT AND REFORM, NEW
YORK, NEW YORK

Ambassador WALLACE. I would like to thank the Chairman, Sen-
ator Coleman, and Senator Coburn. Obviously, Ambassador
Khalilzad and I are a team at the USUN Mission, and his state-
ment speaks for both of us, and I look forward to answering any
questions that you have.

I would like to thank you all and your staff for, obviously, the
hard work put into this report on a subject matter that is obviously
important to us at the mission. Thank you.

Senator LEVIN. Thank you so much.

Ambassador Khalilzad, a number of problems here have been
shown to exist with the U.N. program. Despite those problems, do
you believe that the program is worth supporting?

Ambassador KHALILZAD. I do, Mr. Chairman.

Senator LEVIN. And why?

Ambassador KHALILZAD. Because, as you have stated, these pro-
grams within UNDP do serve the purposes of providing humani-
tarian assistance or economic development for needy people around
the world. I have seen them work with us in areas of great impor-
tance to us, the two places where I have had direct experience—
Afghanistan and Iraq, both very important for our national security
interests and for the future of the broader Middle East, an area of
the most importance geopolitically for us at the present time.

So I think they do work well with us. But for them to do what
they need to do, there has to be appropriate oversight, and there
has to be care taken that the monies go to the purposes for which
they have been dedicated.

Clearly, in the case of North Korea, there were problems, and we
were the ones that brought those problems to the attention of the
UNDP, and we are working with them to address those. But I be-
lieve that this is a very worthwhile program in terms of America’s
national interests.

Senator LEVIN. By the way, let’s have an 8-minute first round.
I should have announced that.

There are a number of issues I want to focus on. One is the alle-
gation about the $2.7 million which were transferred by the North
Korean Government to its embassies. Both Senator Coleman and
I spent some time in our opening statement describing that, and
I think you are probably familiar with it. There are a number of
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issues that are involved in that, its use, misuse of the imprimatur
of the U.N. in an account to make it appear as though somehow
or other that transfer involved the U.N. And I am wondering if you
would agree, Ambassador Khalilzad, with what our staff has found,
that the $2.7 million were North Korean funds and not U.N. funds.
That is our staff finding. Do you agree with that finding?

Ambassador KHALILZAD. I have no reason to judge otherwise. It
is clear—and that is one of the concerns we have had, that the
UNDP account in DPRK’s Foreign Trade Bank was not supervised
and attended to appropriately. And that is the kind of information
and allegation we had. And one of the things that I am grateful
that you have looked at, and hopefully, Mr. Nemeth would also
deal with, is the oversight, the issue of oversight. I think as you
judged overall there were some problems with regard to the over-
sight by the UNDP management of the account.

Senator LEVIN. All right. Now, it is understandable why people
might believe that those funds were U.N. funds, because of the way
they were characterized in the wire transfers.

Ambassador KHALILZAD. Right.

Senator LEVIN. That is understandable that that impression was
created.

Ambassador KHALILZAD. Right.

Senator LEVIN. But knowing now what we know, it was our find-
ing that, in fact, those were North Korean funds, which were made
to appear to a recipient that they had some connection with the

Ambassador Wallace, would you agree, knowing what you know
now, that those were North Korean funds, that $2.7 million?

Ambassador WALLACE. Senator, I appreciate the inquiry, and I
appreciate the close analysis that you gave to this matter. I think
the answer is that we do not know, and I would assert, with due
respect to the Subcommittee and the staff who did work very hard,
I do not think any of us know.

Senator LEVIN. All right.

Ambassador WALLACE. Here is the reason why. We know two
facts that have been found by UNDP’s internal audits. We know
they have been found by the U.N. Board of Auditors and now this
Subcommittee. They are that we know that UNDP really operated
in the absence of financial controls in North Korea and that they
paid in cash currency. The second part of that is that we know and
have found that the North Korean Government used this program
in a way for less than desirable uses.

Given those two facts, we have documents in front of us that you
all have seen that indicate the transfers were made in some way
with the imprimatur of the U.N. saying that it was U.N. money,
if you will. So if you have two entities, one that did not follow its
rules, one that admittedly was engaging in abuses of the U.N. sys-
tem, and you have documents that suggest that the money was
U.N. money, I think it would be somewhat inappropriate to give a
free pass and say we do not know that is U.N. money, particularly
since cash is fungible, sir.

Senator LEVIN. All right.
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Ambassador WALLACE. If cash is paid into that system and it is
cash and cash is going out, you do not know where it came from.
So I think we do not know.

Senator LEVIN. I understand. Our staff has concluded that. You
say you do not know. Would you agree at least that you cannot say
that those were U.N. funds?

zgmbassador WALLACE. Sir, I believe that cash is fungible
and——

Senator LEVIN. Do you believe they were U.N. funds?

Ambassador WALLACE. I don’t know, sir.

Senator LEVIN. You cannot represent then to this Subcommittee
that these were U.N. funds.

Ambassador WALLACE. I could not represent to this Sub-
committee that I know for certain that those were U.N. funds.

Senator LEVIN. Now, in the briefing last May 23, you did rep-
resent that they were U.N. funds. Is that correct? And I under-
stand why, I understand the documents and all the rest. But is it
accurate to say that last May 23 you did tell the Senators that, in
fact, these were U.N. funds?

Ambassador WALLACE. I took the documents at face value, Sen-
ator, and I did not have the benefit of a briefing with the North
Korean mission, and you——

Senator LEVIN. For whatever reason, that was your statement at
the time.

Ambassador WALLACE. Yes, Senator.

Senator LEVIN. You no longer would make that statement be-
cause now you don’t know. Is that fair?

Ambassador WALLACE. I would say I don’t know where the funds
came from.

Senator LEVIN. All right. Now, on another matter—and I under-
stand the reason for these confusions, and if we had decent audits
and if the North Korean Government were transparent, this would
not have happened, presumably. I just want to clarify, however, be-
cause these allegations and statements got to the press, that in
that particular case that they were North Korean funds—excuse
me, that they were U.N. funds. Our staff has found that they were
North Korean funds. You, Ambassador, are now saying—I under-
stand why—that you cannot say one way or the other. But that is
different from what you briefed Senators back last May when you
flat out alleged that these were U.N. funds, for reasons that you
have given, and we understand those reasons. I am just trying to
clarify the record, including the public record, because a lot of
statements have been made publicly here.

Now, the statement has also been made that $7 million were
paid into the North Korean UNDP account. It appears now—this
is an account called NCCUNDP. This is an account designated to
receive UNDP development funds. Do we know now or do you be-
lieve, Ambassador Wallace, that $7 million of U.N. funds were de-
posited in that account? Based on what you now know, not what
you were able to ascertain last May but what you now know.

Ambassador WALLACE. Senator, we have a limited picture of doc-
uments that are ostensibly official UNDP documents that appear
to show transfers and misuses of UNDP funds. We continue to
have representations and evidence that suggest monies were paid
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directly to the North Korean Government. I believe, based upon the
findings of its internal audit reports of the Board of Auditors and
this Senate Subcommittee, that payments were made in cash di-
rectly to North Korean Government officials.

So I would submit to you, Senator, we don’t know how much
money was paid.

Senator LEVIN. Talking about that bank account, that North Ko-
rean bank account entitled NCCUNDP, do you believe now that $7
million was transferred to that account by the U.N.?

Ambassador WALLACE. It would appear that all the transfers
went through that account, Senator. So whatever the monies that
were deposited into North Korea—and I think that is another item
that we don’t know, and the numbers were ranging very broad. So
I would submit to you, Senator, that whatever monies were paid
into North Korea somehow went through that bank account.

Senator LEVIN. All right. So is it still your belief—I am asking
you for your belief—that $7 million of UNDP funds were trans-
ferred to a government entity called the National Coordination
Committee for UNDP, NCC? Is that still your belief?

Ambassador WALLACE. It is my belief that it may be even more.
Whatever the total amount of funds I believe are somehow tainted
or went through that account, and one of the questions that I think
that is an open issue, frankly, is the total amount of money that
was actually paid by UNDP and other agencies in that country.
Whatever that total amount of money was I believe went through
the FTB in some fashion.

Senator LEVIN. All right. The answer then is yes, you believe
that at least $7 million was transferred to that account by the
UNDP. Is that correct? Based on what you now know, you believe
it.

Ambassador WALLACE. As I said, Senator, I would testify again,
whatever amounts of money—and I think that they are greater
than that amount of money—went through the FTB in some fash-
ion one way or the other because of their relationship there. Frank-
ly, we don’t have a complete picture, so we are all, I think, specu-
lating here. To the extent that we had the ability to forensically
look at their bank accounts and otherwise, I think we could be cer-
tain. What I do find disturbing is that after looking at internal au-
dits, the Board of Auditors, a Senate PSI investigation, and the
U.S. Mission to the U.N., I don’t think any of us can say with cer-
tainty the amount of money that UNDP delivered North Korea, ei-
ther on behalf of itself or the variety of U.N. agencies that it paid
for.

Senator LEVIN. I am just asking your belief, and you believe that
at least $7 million was put by UNDP into that account. That is
your belief, your current belief. I am asking you a simple question.
At least that much you believe was transferred by UNDP to that
account.

Ambassador WALLACE. Well, when you say “transferred,” Sen-
ator, I believe there were payments in cash that went into that ac-
count. I believe that there were transfers to that account. I believe
we don’t know the total amounts.
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Senator LEVIN. Finally, Ambassador Khalilzad, do you believe
that the UNDP operations in North Korea were corrupt or tainted
by widespread corruption?

Ambassador KHALILZAD. I have seen no evidence, and the people,
including Ambassador Wallace, who have worked with who have
looked at this, none of them have brought to me evidence that the
management headquarters was involved in corruption or corrupt
practices or profited from their supervision of the program in North
Korea.

What it looks to me like—and I am giving you a personal judg-
ment at this point based on what I have seen, and we are going
to wait to read your report in detail, and Mr. Nemeth’s—is that
there was lax supervision and not the kind of detailed management
and the kind of accountability and transparency that should have
been performed was not performed. But I don’t believe the manage-
ment was involved in corrupt practices.

Senator LEVIN. All right. Would you agree with that, Ambas-
sador Wallace?

Ambassador WALLACE. We have never asserted that anyone
profiteered or took advantage of monies for the personal account of
any UNDP official that we are aware of. We have obviously focused
on the absence of financial controls.

Senator LEVIN. And would you describe, therefore, those oper-
ations as corrupt or tainted by widespread corruption?

Ambassador WALLACE. I would characterize them as mis-
managed and with gross neglect.

Senator LEVIN. Does that mean you do not agree with the de-
scription of “corrupt” or “characterized by widespread corruption”?

Ambassador WALLACE. We do not believe nor have we seen any
corruption in the sense that a UNDP official profited from business
in North Korea, Senator.

Senator LEVIN. Thank you. Senator Coleman.

Senator COLEMAN. Thank you, Mr. Chairman. I just thought I
would clear up this issue of the $2.72 million that moved from a
North Korean account and a bogus account. If staff could put up
some of the documents because I want to make sure we have stats
so we know what we are talking about here. We are talking about
the IFTJC and the other document here.! But just so we are clear,
the Subcommittee’s statement about moving $2.7 million, now that
is—UNDP maintains that it is not UNDP money. But I do believe
that what the Subcommittee then states in a footnote is that, “We
were not given unfettered access to the system. We have not had
the opportunity to review original receipts, so we really do not
know where the money came from. We cannot establish it was
UNDP money. We simply don’t know. UNDP says it is not theirs
and that they have never seen, in fact, some of these records.”

Ambassador Khalilzad, beyond the North Korea situation, this
issue of management reform and transparency has been a concern
of this Subcommittee for a while. The outcome document—I think
it was in 2005—raised this issue. One of the issues has to do with
program review, and I think in your statement you talked about
progress being made.

1See Exhibit 8, which appears in the Appendix on page 215.
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Tg date, there are over 9,000 various U.N. programs. Is that cor-
rect?

Ambassador KHALILZAD. Mandated.

Senator COLEMAN. Mandated. To date, has there been a program
review of a single one of those?

Ambassador KHALILZAD. Well, at the present time, as we speak,
the humanitarian mandates are being reviewed by the Secretariat
as part of this agreement that we made 3 or 4 months ago of a
framework agreement for mandate reviews. The 9,700-plus man-
dates are a huge burden on the organization, and there are man-
dates that are of no relevance anymore. So, therefore, this has been
a top priority of mine, and we have made an agreement on how to
proceed with the review, and it has started.

Senator COLEMAN. My frustration is we have had an agreement
to proceed. I was with the Secretary-General last year with Senator
Biden, and we had an agreement on how to proceed in Darfur and
that we were going to have troops on the ground. And in spite of
agreements to proceed, we have seen no action. And my concern
here is we have an agreement to proceed, and 3 years after we
raised—perhaps 4 years after we raised the issue, we are still pro-
ceeding under an agreement to proceed.

Ambassador KHALILZAD. Right.

Senator COLEMAN. So I just kind of lay that out there and

Ambassador KHALILZAD. Well, if I could say something, Senator
Coleman, on your example of Darfur, of course, the problem is
mostly with Bashir, that he is not allowing the U.N. to do things.

With regard to the mandate, it is mostly the problem within the
U.N. System, so there is more of a burden, I think, with regard
to

Senator COLEMAN. I understand, but in both instances—I re-
member vividly talking to the Secretary-General, who was very
positive about the agreement with Bashir.

Ambassador KHALILZAD. Right.

Senator COLEMAN. And that was a year ago, and travesty is still
occurring in Darfur. And that is my concern with the U.N. We have
a lot of agreements that require action.

Ambassador KHALILZAD. Right.

Senator COLEMAN. Whistleblower protection is another area. It is
an important area. I would hope after the beginning of this inquiry
that, in fact, we would have whistleblower protection across the
board. The Secretary-General in January came out and said whis-
tleblower protection should apply to all the agencies.

Ambassador KHALILZAD. Right.

Senator COLEMAN. We are still debating it, though, with UNDP.
Is that correct?

Ambassador KHALILZAD. We are, but I think we made, as you
noted in your statement, progress that the Secretary-General said
it should apply to all U.N. Funds and Programs.

Now, the particular case that you have mentioned with regard to
the person, the whistleblower at UNDP, there has been a disagree-
ment in terms of the jurisdiction applying by the Ethics Office of
the Secretariat to this case, and this is part of the Nemeth group
that will look at. But we have made progress, but not sufficient,
in our view. We want and we will work for the coverage of the Sec-
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retariat application to all U.N. Funds and Programs. That is where
we are, and we will push for that.

But we have made progress, and I do not want to oversell how
much progress we have made. We have made some progress, but
there is a long way to go.

Senator COLEMAN. And I applaud the Secretary-General for his
statement. His policy covers—is this correct, Ambassador Wallace?
His policy would cover contracted employees? UNDP said that they
have had whistleblower protection a long time. Does their current
policy cover contractors?

Ambassador WALLACE. I think you raise an issue that is really
a big fundamental issue in the U.N. System. There is a big dif-
ference between staff and contractors. We see the U.N. on a core
resources budget having a finite number of staff but thousands and
thousands of additional people under a contract that are per-
forming staff-like functions. And there is a big debate going on
whether those people that are performing staff-like functions
should be covered. I believe that if people are performing staff-like
functions, I think they should have the benefits of being protected
like staff.

Senator COLEMAN. And the case in question, Mr. Shkurtaj was
a contractor. And so if you simply——

Ambassador WALLACE. Performing core work.

Ambassador KHALILZAD. Core work.

Senator COLEMAN. Doing core work. He was a manager. He was
overseeing a program. And if you simply terminate his contract,
you would argue there is no retaliation. But that is exactly what
whistleblower protection should be protecting against. And UNDP
comes and says, well, we have had protection. I would maintain
that is insufficient. That is why the Secretary-General issued the
policy. And then to come back and to argue the policy does not
apply to others other than those within the Secretariat, and then
to maintain—and I believe with UNDP they have about 9,000 staff
versus about 20,000 contractors. Am I in the ball park on that?

Ambassador WALLACE. I believe it is even more contractors, but
it is not clear to me, Senator.

Senator COLEMAN. If staff could put up some of the charts. We
have talked about this International Finance and Trade Joint Com-
pany (IFTJ), and at the same time, we have talked about the For-
eign Trade Bank. Just so that we understand, the Foreign Trade
Bank is an entity of North Korea. Is that correct? Foreign Trade
Bank?

Ambassador WALLACE. That is what we understand, Senator.

Senator COLEMAN. A government entity.

Ambassador KHALILZAD. Right.

Senator COLEMAN. What the Staff Report is showing is that you
have individuals who are employees of the government entity are
also now involved in running this IFTJ. In effect, the IFTJ is a
phony entity. Is that a fair statement?

Ambassador WALLACE. Senator, I am not familiar with—I know
what I know about IFTJ. Certalnly it is a suspicious entity.

Senator COLEMAN. OK, but there is no question that the IFTJ is
not an official North Korean Government agency. Is that correct?

Ambassador WALLACE. Ostensibly, yes, sir.
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Senator COLEMAN. Ostensibly, yes. But, in fact, the same people
who run the Foreign Trade Bank are government officials. Their
cards were interchangeable; they go back and forth. And the IFTJ
is the entity through which the $2.72 million was transited then
to embassies in Canada or the U.K. and Europe. Is that correct?

Ambassador WALLACE. That is what the documents reflect, Sen-
ator.

Senator COLEMAN. I have a little point, one last question to you,
Ambassador Wallace, but it is a little point that, I have to tell you,
gets my goat. I do not know where this is in the documents, but
there is a document and it is labeled “Elsingore S.A.” It is a pack-
ing list. This is UNDP money providing for the North Koreans cer-
tain member—this is a development program. Is that correct?

Ambassador WALLACE. Yes, Senator.

Senator COLEMAN. There were books that were purchased with
Development Program money. Is that correct?

Ambassador WALLACE. Yes, Senator.

Senator COLEMAN. There is no question about the authenticity of
the document.

Ambassador WALLACE. Yes, Senator.

Senator COLEMAN. And among the purchases, the books pur-
chased with Development Program money, is a book labeled “Sec-
ond Strike: Arguments About Nuclear War in South Asia”; “The Se-
cret History of the CIA”; “Taming American Power”; three others—
I have a score of other books. “The End of Iraq,” Galbraith book;
“Contemporary Nuclear Debates.” This is “Deadly Arsenals,” “Re-
shaping Rogue States.” I could go on. A number of “Second Strike:
Arguments About Nuclear War in South Asia,” a copy of that.

Am I missing something? Could you let me know, is there any
development purpose that would be accomplished by UNDP fund-
ing this for the North Koreans?

Ambassador WALLACE. No, Senator, and I truly hope you don’t
ask me to do a book review while I am here.

Senator COLEMAN. OK. No further questions at this time, Mr.
Chairman.

Senator LEVIN. Thank you, Senator Coleman. Senator Coburn.

Senator COBURN. Thank you. Let me go back and make a couple
of points. All the Korean funds are fungible, right? They are all
fungible. So whether they came from their drug sales, which we
know they are doing, or whether they came from selling missiles,
or whether they were deposited in this account of money that we
had given them through UNDP, we don’t know. Correct? We don’t
know the answer to that.

Ambassador WALLACE. I think that is correct, Senator, and I
think it is very important because I think we are having a tend-
ency to be somehow at odds over the amount of monies there. The
reality is we don’t really know, I don’t believe. We can only know
the statements that are made by UNDP’s audits, the other agencies
that they paid in. We know that they paid in cash. We know that
there were transfers. And we know they were all somehow tainted
by this banking system.

So I think that the debate about the total figure, we can have
that debate, and I have lots of facts about——

Senator COBURN. OK. I don’t care what——
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Ambassador WALLACE. I just know it is a lot of money. I don’t
know what the

Senator COBURN. I don’t care what the total figure is. I just want
to establish the point is we don’t know where the money—it is a
deep, dark black hole and nobody knows where the money is.

There was an audit done on this, correct?

zgmbassador WALLACE. There were in 1999, 2001, and 2004
and——

Senator COBURN. And that is not available to us as U.S. Sen-
ators, correct?

Ambassador WALLACE. That is correct, sir.

Senator COBURN. And is there a good reason why, when America
contributes 22 percent of the U.N. budget and a smaller percent-
age, 10 or 11 percent, of UNDP’s total budget, that we should not
be able to see the audit results of programs within UNDP?

Ambassador WALLACE. In fact, it has been one of the top reforms
that I have fought to adopt at the U.N. We need to have those au-
dits. We can’t follow the money

Senator COBURN. I am not disputing that. I am saying is there
a cogent reason why we should not have that information.

Ambassador WALLACE. The only reason offered by UNDP is that
it reveals internal decisionmaking. And my answer to that, Sen-
ator, would be: If there is internal private matters, Social Security
numbers or the like, that is sensitive to the people, you can redact
that information. I think otherwise that information should be
made available to member states and, frankly, to the Senate, and
it should be public, in my opinion.

Senator COBURN. Senator Levin asked Ambassador Khalilzad
about the potential good that UNDP can do. How do we know if
we do not have metrics and we are not measuring it? How do we
know what UNDP is doing if there is not a metric set out there
to measure and then we don’t compare what their goals are against
what they accomplished? How do we know that UNDP is positive
in its effect other than we are spending a lot of money?

Ambassador KHALILZAD. Well, to go back to the audit issue, I
completely agree with Ambassador Wallace that we need to have
access to it. Some of the reasons, when we have had the discussion
with them, have had to do with the kinds of things that Ambas-
sador Wallace talked about, but they also mentioned that pre-
viously there was no decision that they would be made public and,
therefore, information that is in there, countries would be sensitive
to be shared with other countries with regard to what is happening
in their programs. And Ambassador Wallace has suggested this
idea that maybe there would be a way to overcome that, redaction.
So we are pushing for that.

As far as knowing whether we are achieving goals, of course,
when they build a school, we know whether they have built a
school there, development projects that we know that are taking
place. But I think to have the fullest confidence that they are
achieving the goals that they have sought to achieve, we need to
have access to their audit reports. There is no question about that.

Senator COBURN. Why should there be any effort to hide where
the money goes? I mean, why should

Ambassador KHALILZAD. Absolutely.
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Senator COBURN. Why shouldn’t the whole world know? I mean,
if what we are doing is humanitarian in our goal and supposedly
ethical in how we accomplish it, why would we not want sunshine
to be on it? So how is it that we can stand and continue—by the
way, the Federal Accountability and Transparency Act is a Federal
law that requires the U.N. to give us where they spend our money.
You all are aware of that. And so I suspect, since we are not going
to get that from the U.N., we are going to see a large court case
come up that will force or tie U.S. contributions to the realization
that the U.N. has to be compliant in exposing where our money is
spent.

Ambassador Wallace, UNDP’s own auditors, the U.S. State De-
partment, and now this Subcommittee report all found that UNDP
had committed serious wrongdoing in terms of its North Korean
programs. You said you did not think they were criminal, but at
the best, it was highly incompetent. Yet the UNDP has denied each
charge and has already begun spinning this Subcommittee report
as exonerating their management of the programs. And when their
own core manager, who was a contract employee, raised something
about it, what did they do? They canned him. Correct? Are there
any insurances that our contributions right now that are going to
go forward this next year are going to be safe from enriching other
rogue and terrorist states? How do the American people know that
if we give another quarter of a billion dollars to UNDP next year
that it is not going to get wasted or is not going to supplement
somebody’s missile sales to somebody else? How do we know that?

Ambassador WALLACE. Senator, I think in certain countries
where there is much more transparency—and frankly, the coun-
tries that are a challenge are the politically difficult countries
around the world. I think in those politically difficult countries, if
we are not adhering to the strictest U.N. financial regulations,
which are on the books, which UNDP did not follow in North
Korea, I could not sit here today and attest that I knew where the
money went. When you are paying in cash currency, you have gov-
ernment seconded officials doing core tasks, and you have greatly
restricted project sit visits, you do not even get to see the school
or the development project at issue, I am worried. And that is one
of the reasons why we raised concerns.

So I would submit to you, Senator, that I am definitely concerned
about certain areas where UNDP does business. I think UNDP is
a really important partner to the United States. I think they could
do very good work. But if they are not going to follow U.N. finan-
cial regulations in these tough environments, I cannot in good faith
come to you, sit before you, and swear to you that I knew where
U.S. taxpayer dollars went.

Senator COBURN. So has the President or the Administration
suggested that we reduce the dollars that are going to UNDP until
we know where the money is going to go?

Ambassador WALLACE. I believe, Senator, that our request was
about $100 million last year.

Senator COBURN. OK. I want to make one other point because it
is fairly concerning to me. Ambassador Hill, who is leading our Six
Party Talks, some of the information in this report he wanted to
keep classified even though the Treasury Department said there
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was no reason to do that. The Treasury Department said this infor-
mation should not be classified since it did not reveal methods and
sources.

So is there any other reason why the State Department author-
ized Ambassador Hill to censure the information other than to pro-
tect the reputation of the Six-Party Talks? Is there a political rea-
son why we are not allowing this information to be put out there
when, in fact, it has no true classified value? Is there a political
reason why we are doing that?

Ambassador KHALILZAD. I am not aware of any political reasons
for doing that, Senator.

Senator COBURN. OK. Well, it is very concerning to me that here
we find ourselves with a great intent of the American taxpayer giv-
ing money through the U.N., counting what we do—it is about $5.6
billion a year. We are by far the largest contributor in almost every
program, and that we have members of our own government stop-
ping our ability to see transparently whether or not the American
taxpayer is getting value.

I have a lot of other questions. I think I will submit them, if I
may, for the record and ask that I get a written response to them
rather than tie you up now. And I thank the Chairman.

Senator LEVIN. They will be made part of the record, and we will
leave the record open for the usual amount of time so that other
questions can be asked.

As a matter of fact, we did end our support of this program. Is
that not correct?

Ambassador KHALILZAD. We have. The program has ended.

Senator LEVIN. And the reason that we did is because they did
not comply with their own rules and regulations. Is that correct?

Ambassador KHALILZAD. When UNDP did, the North Koreans
said no, and, therefore, the program was suspended.

Senator LEVIN. And so what UNDP did was, under our insist-
ence, say that you are not following your own rules and regula-
tions, policies and practices.

Ambassador KHALILZAD. Right.

Senator LEVIN. And so they ended their program as a result of
our insistence.

Ambassador KHALILZAD. Absolutely. We played a vital role in
bringing about changes in the UNDP practices, which the North
Koreans rejected to comply with, and, therefore, the program was
suspended.

Senator LEVIN. Now, if our mission to the U.N. had been given
access immediately to UNDP audits, would that have eliminated
some of the controversy which surrounded the operations of the
UNDP in North Korea?

Ambassador KHALILZAD. I believe it would have contributed, it
would have helped, certainly.

Senator LEVIN. All right. Now, Dr. Dervis’ proposal that the
UNDP Executive Board members get “read only” access to future
UNDP audits, is that acceptable? Why should we just be able to
read them and not make copies of them?

Ambassador KHALILZAD. I think that it is a step in the right di-
rection compared to where he was, but it is not sufficient. We dis-
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agree with him on not having access, complete access, and also not
getting existing audits that have been done in the past.

Senator LEVIN. And have you made that clear to Dr. Dervis?

Ambassador KHALILZAD. I have.

Senator LEVIN. Is the Administration recommending that we con-
tinue support of UNDP even though we do not get copies, and cop-
ies are not made public of those audits?

Ambassador KHALILZAD. Yes.

Senator LEVIN. And why?

Ambassador KHALILZAD. Because we believe what we get from
UNDP otherwise is very important for our national interest, and,
therefore, while we want those changes that we talked about, we
want access to the audits, we want other changes. We believe we
have a variety of weapons to use and that terminating all assist-
ance is not appropriate at this point to achieve those goals.

Senator LEVIN. Now, UNDP disavowed the jurisdiction of the
U.N. Ethics Office, and they declined to allow the office to review
the case of Mr. Shkurtaj. Do we agree with that decision?

Ambassador KHALILZAD. We do not agree with that decision of
UNDP.

Senator LEVIN. And what actions have we taken to overcome
that decision?

Ambassador KHALILZAD. We are now—both sides agree, the Sec-
retariat and UNDP, to have the Nemeth Committee look at how
this gentleman was treated.

Senator LEVIN. But also the process?

Ambassador KHALILZAD. With regard to the process, again, there
is discussion going on among the U.N. Funds and Programs and
the Secretariat with regard to this issue to develop a common set
of approaches that they could all agree to. And we have made our
point clear that we believe that the Secretariat should have juris-
diction over all U.N. Funds and Programs. But they are in discus-
sion among themselves.

Senator LEVIN. Thank you. Senator Coleman.

Senator COLEMAN. Ambassador, do you know whether as part of
the Six-Party Talks, whether there is an effort for UNDP to go
back into North Korea? Do you know whether that has been on the
table?

Ambassador KHALILZAD. I am not aware of that, Senator. I have
received no indication of that kind.

Senator COLEMAN. Have there been any discussions about possi-
bilities of increasing humanitarian aid for North Korea?

Ambassador KHALILZAD. Not that I have been instructed with re-
gard to.

Senator COLEMAN. But if that were to be, then UNDP would be
the agency that would typically administer the aid? Is that correct?

Ambassador KHALILZAD. That is one of the instruments.

Senator COLEMAN. Could we look just very quickly at the organi-
zational chart? If that happens, my concern is that what we saw
before, we don’t go through it again. The organizational chart is the
UNDP.1 That is their structure in North Korea. The shaded boxes

1See Exhibit 4, which appears in the Appendix on page 206.
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are—when we talk about seconded, that means that the North Ko-
reans place people there.

Ambassador KHALILZAD. Right.

Senator COLEMAN. So these are North Korean agents that are
working within UNDP, and, in fact, is it correct that they include
folks who were bank signatories on behalf of the North Koreans?
These are things that in seconding we have given the North Kore-
ans authority, both in terms of the people they place, authority
over things like bank signatories, certifying office functions, con-
tract and travel authorizations, maintaining petty cash, maintain-
ing financial aid, these are all done by North Korean agents work-
ing for ostensibly UNDP. Is that correct, Ambassador Wallace?

Ambassador WALLACE. Yes, Senator. It appears that North Ko-
rean seconded officials were operating in core places, including
with signature authority. That is what we have understood.

Senator COLEMAN. And we also understand that UNDP oper-
ations themselves were subject to searches by North Korean secu-
rity officials, that conversations were monitored. In effect, there
was no privacy that any UNDP functionaries had in operating in
North Korea. Is that correct?

Ambassador KHALILZAD. I wouldn’t be surprised that those would
be correct given the nature of that system.

Senator COLEMAN. OK. And, by the way, my staff said it is not
just the shaded. It is a whole range of those that are marked as
official, official, official, and there are a series of them.

My point is this, that if we go back, if there is discussion about
aid to North Korea as we deal with the Six-Party Talks, which we
all want to be successful, my hope would be that we would operate
with a system of transparency and accountability. We cannot meas-
ure what we have got out of UNDP, and I want them to succeed.
But I do know you have a system in which the North Koreans basi-
cally set the terms, and UNDP has come back and said that that
is the way that other NGOs operate, that is the way we operate
in other countries. Could you respond as to whether that is a suffi-
cient justification for what we have found here?

Ambassador KHALILZAD. Not a sufficient justification in my view,
but they do point out—and I have been told by some of my col-
leagues from the countries who have missions there—that is how
they operate, the way UNDP did. But that is not acceptable in my
view.

Ambassador WALLACE. If I could add, Senator, remember what
UNDP does. UNDP is typically the resident representative in the
country——

Senator COLEMAN. Say that again.

Ambassador WALLACE. The resident representative of the Sec-
retary-General, the top U.N. agency official in-country. And in
Pyongyang, it is our understanding that UNDP made payments
and delivered aid, development aid, on behalf of its own account,
but on behalf of a variety of other agencies. So I do think that as
the top lead official, particularly as they seek to implement some-
thing called the “one U.N. System,” where they are the top official
around the world, I think that the highest standards of financial
control, they need to speak to that. And in my opinion, I think it
is imperative that if you are going to deliver aid, no matter where
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it is, if you do it in the absence of financial controls, you are doing
it irresponsibly.

Senator COLEMAN. Thank you, Mr. Chairman.

Senator LEVIN. Thank you. Dr. Coburn.

Senator COBURN. Ambassador Khalilzad, just one other question.
You answered Senator Levin and you answered Senator Coleman
that we are getting value from UNDP. How do you know that?

Ambassador KHALILZAD. Well, we have to make a distinction be-
tween the North Korean case, which has had these problems, but
that is not the entirety of——

Senator COBURN. Oh, I understand that. I am just saying, what
statistics, measurements, metrics, or indications tell you that we
are getting value? In other words, that is a judgment you are mak-
ing. I am not critical of the judgment. I am just asking what are
the tools you are using to make

Ambassador KHALILZAD. Well, we do have tools, and I will sub-
mit it to you in detail for the record. We know what the programs
are of North Korea. There is appropriate oversight. We have not
raised questions about oversight with regard to quite a number of
other countries where there are UNDP programs. There are site
visits where programs, projects that are carried out are being ob-
served. So my comment was overall, not with regard to the North
Korea

Senator COBURN. OK. Does any of that information come from
other sources other than UNDP’s self-reporting?

Ambassador KHALILZAD. Well, our embassies in some of these
countries also have access to—our AID folks also see those pro-
grams. But in order to be completely responsive with regard to
each country, I could provide—

Senator COBURN. That is fair.

Ambassador KHALILZAD. So North Korea should not be seen that
that is the model as to how UNDP operates around the world.

Senator COBURN. Well, I will assure you from our other hearings
on USAID, they do not do any oversight. So it is hard to know
whether USAID is accurate in their assessments as well.

Ambassador KHALILZAD. Well, I mean, there are always ques-
tions about—I have worked in Afghanistan and Iraq, and I have
had some problems

Senator COBURN. I know you are.

Ambassador KHALILZAD [continuing]. Myself knowing even our
own projects as to when they say that school is being built, that
is given to a contractor who has subcontracted, and the area has
security problems. And that is why I got the Corps of Engineers to
come and help me with sort of——

Senator COBURN. I agree, you and I both have been through this.
We know about Afghanistan. That is why we have the SIGIR in Af-
ghanistan that started in January this year.

Ambassador KHALILZAD. Exactly.

Ambassador WALLACE. May I add to that, Senator, briefly?

Senator COBURN. Sure.

Ambassador WALLACE. I think we should be honest. I do not be-
lieve that we perform adequate oversight of the U.N. Funds and
Programs and Specialized Agencies. That is a tough admission for
a U.S. Ambassador whose portfolio is supposed to cover that. But
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I am admitting that to you today, and that is in no way a criticism
of the incredibly fine civil servants that I have worked with who
have been struggling to deal with these multi-headed U.N. Funds
and Programs. But the reality is that in many cases our oversight
entails going to a board meeting twice a year, you sit in a chair
for a couple of hours, and you hear reports. And this has to do with
hundreds of millions of dollars of U.S. money.

I think that the transparency and accountability mechanisms of
these U.N. Funds and Programs are, frankly, living 30 years in the
past, and that is one of the reasons why we have promoted the
UNTALI initiative. By admitting, Senator, frankly, that I don’t think
we do a good enough job and it is something I think I said a long
time ago, I hope that we can do better.

Senator COBURN. Yes, I agree.

Ambassador WALLACE. And we have to do better; otherwise, I
cannot answer questions that you are fairly asking me.

Senator COBURN. OK. One final question. You are charged with
oversight, correct?

Ambassador WALLACE. Yes.

Senator COBURN. What is the size of your staff?

Ambassador WALLACE. My staff is small, but very effective, Sen-
atorl.dI think that they—I wouldn’t trade them for anybody in the
world.

Senator COBURN. Well, this isn’t to make a quality judgment
about your staff. The point I want to make is here is all this area
that we don’t have any oversight on, and yet we have this limited
group of people who are highly qualified and dedicated, and we are
going to ask you to give us an answer to something that is impos-
sible for you to do.

Pﬁ‘nbassador WALLACE. I think I have eight to 10 people on my
staff.

Senator COBURN. So the point, again, comes: Are not the Amer-
ican people entitled to know where their money is being spent
through U.N. agencies? Are they not entitled to that?

Ambassador WALLACE. Not only are they entitled; they should
know it.

Senator COBURN. And so, therefore, what is this Congress, and
what is this Administration going to do about it, especially with re-
gard to the North Korean UNDP and the other areas where it may
not be effective because we don’t know? So the question has to be
before this Congress: Are we going to put some teeth into our con-
tributions to the U.N. to require transparency so we know whether
or not what we are giving money to is actually carrying out what
we intended to do, which is the betterment of other people?

Ambassador WALLACE. Absolutely. And, Senator, I think the first
step of oversight is being informed, and I think your interest in au-
dits, for example, our UNTAI initiative, which really is a mecha-
nism for providing information to us and the flow of information so
that we can provide effective oversight. You need to be informed
before you can make oversight. And that is why we rolled out our
UNTALI initiative. We have had some beginning successes, but we
have a long way to go.

Senator COBURN. Things are going to change when the United
Nations and every agency that works therein understands that
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American dollars are predicated on transparency. Your job is going
to get a lot easier, and it is going to require our bolus to make that
as a condition, and then the U.N. is going to have to change. And
if it does not change, we should not keep sending the money. And
I am going to work as hard as I can to get that transparency, and
if they want to keep denying it, then I am going to work as hard
as I can to start sending the money a different way where we can
see how it is spent. Thank you.

Senator LEVIN. Thank you, Senator Coburn. We thank you both
for your appearance and your very helpful testimony.

Ambassador KHALILZAD. Thank you.

Ambassador WALLACE. Thank you.

Senator COLEMAN. Mr. Chairman, I want to thank the Ambas-
sadors—Ambassador Khalilzad, we have worked together in Af-
ghanistan and Irag—for their tremendous service to this country.

Ambassador KHALILZAD. Thank you.

Senator COLEMAN. And, Ambassador Wallace, what you have
done. I was remiss in not expressing my deep appreciation for you
and the staff with whom you work and the contributions they make
on a daily basis. So please understand that.

Ambassador WALLACE. Thank you, Senator.

Ambassador KHALILZAD. Thank you very much.

Senator LEVIN. Thank you both.

Let’s now call our second panel: Thomas Melito, Director of Inter-
fr_1ational Affairs and Trade at the Government Accountability Of-
ice.

Mr. Melito, we appreciate your being with us this morning. We
welcome you to the Subcommittee, and as you well know, all wit-
nesses who testify before the Subcommittee are required to be
sworn in, and so I would ask you to stand and raise your right
hand. Do you swear that all the testimony you are about to give
before this Subcommittee will be the truth, the whole truth, and
nothing but the truth, so help you, God?

Mr. MELITO. I do.

Senator LEVIN. I think you know the ground rules, so we would
ask you to proceed.

TESTIMONY OF THOMAS MELITO,! DIRECTOR, INTER-
NATIONAL AFFAIRS AND TRADE, U.S. GOVERNMENT AC-
COUNTABILITY OFFICE, WASHINGTON, DC

Mr. MELITO. Thank you. Chairman Levin and Ranking Member
Coleman, I am pleased to be here today to discuss U.N. operations
in the context of three key issues that we reported on in 2007:
First, the progress of management reform efforts at the U.N. Secre-
tariat; second, weaknesses in oversight and accountability in se-
lected U.N. organizations; and, third, constraints upon U.N. activi-
ties in Burma.

Events over the past several decades indicate that there is con-
tinuing need to reform and modernize the U.N. in areas including
management, oversight, and accountability. While U.N. worldwide
operations have expanded in complexity and significance, long-
standing problems in U.N. management have contributed to scan-

1The prepared statement of Mr. Melito appears in the Appendix on page 68.
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dals in the Oil-for-Food Program and procurement operations. In
addition, the United States has been critical of Burma’s military
regime, which has hindered the ability of some U.N. organizations
to address Burma’s most pressing problems.

In our report on U.N. management reform efforts, we noted that
progress has varied in ethics, oversight, and procurement, and sev-
eral factors have slowed the pace of progress. The U.N. Ethics Of-
fice has worked to improve ethics by developing standards, enforc-
ing financial disclosure requirements, and implementing a whistle-
blower protection policy. However, weaknesses in the U.N.’s inter-
nal justice system may constrain the impact of the whistleblower
protection policy.

The U.N. has made some progress in improving oversight by cre-
ating an Independent Audit Advisory Committee and improving
the capacity of the U.N.’s internal oversight office to carry out in-
ternal audits and investigations. However, U.N. funding arrange-
ments continue to constrain the independence of this unit and its
ability to audit high-risk areas.

Progress in procurement reform efforts has been mixed. The U.N.
has strengthened its training program for procurement staff but
has not formally established an independent bid protest system.

Finally, the pace of U.N. management reforms has been slowed
by several factors, including disagreements among member states
on the importance of management reform efforts, a lack of com-
prehensive implementation plans, and competing U.N. priorities.
These factors limit the capacity of member countries to address
management reform issues.

In our report on oversight and accountability of six U.N. organi-
zations, we addressed the extent to which these organizations’ in-
ternal audit offices have implemented professional standards and
whether governing bodies are provided with information about the
results of U.N. oversight practices. Although the six U.N. internal
audit offices have made progress in implementing international au-
diting standards, they have not fully implemented key components
of the standards. We found that five of the six organizations have
established whistleblower protection policies; however, UNDP was
still developing such a policy, and none of the six organizations re-
quired their staff to disclose their financial interests.

In addition, some of the audit offices had not fully implemented
a quality assurance process, such as having external peer review.
Several of the organizations also did not have professional inves-
tigators to probe allegations of wrongdoing. We also reported that
the governing bodies responsible for oversight of the six organiza-
tions lacked full access to internal audit reports, limiting their abil-
ity to identify critical systemic weaknesses.

In our report on Burma, we identified U.N. efforts to address
Burma’s humanitarian and development problems and describe the
impact of the regime’s recent actions upon them. We found that
Burma’s military regime has blocked or significantly impeded ef-
forts to address human rights concerns and to help people living
in areas affected by ethnic conflict. The regime frustrated ILO’s ef-
forts to monitor forced labor for 4 years before signing an agree-
ment in February 2007. It restricted efforts by UNHCR to assist
populations living in areas affected by ethnic conflict and blocked
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efforts by the International Committee of the Red Cross to monitor
prison conditions in conflict situations. The regime has also, to a
lesser degree, impeded U.N. food, development, and health pro-
grams by restricting their ability to operate freely within the coun-
try. Nonetheless, several officials told us they are still able to
achieve meaningful results in our efforts to mitigate some of Bur-
ma’s humanitarian problems.

In conclusion, the U.N. is increasingly called upon to undertake
important and complex activities worldwide. As the U.N.’s role and
budget expand, so do concerns about weaknesses in accountability,
transparency, and oversight. Addressing these weaknesses will re-
quire concerted and sustained actions by member states and U.N.
management.

Mr. Chairman, I would be pleased to answer any questions you
may have at this time.

Senator LEVIN. Thank you, Mr. Melito.

As we have heard this morning, the U.N.’s general practice has
been to keep its audit reports confidential, seen only by manage-
ment, has often denied access to U.N. member states, and this Sub-
committee and many others have for years urged greater access to
U.N. audit reports, not just for U.N. member states but for the
public, and obviously for the Congress.

The UNDP case history in North Korea proves the point. Deny-
ing ready access to the audit reports hurt UNDP-U.S. relations,
caused confusion over the facts, and for no real gain. We were able
to obtain copies of the UNDP audit reports from other sources.
Those reports did not cause problems. They helped us understand
and analyze the facts.

So let me ask you, what has been your experience with getting
access to U.N. audit reports? Have you had access?

Mr. MEeLITO. Last year, we reviewed the auditing practices of
three U.N. Funds and Programs and three Specialized Agencies,
and that included UNDP. And in the course of our work, we were
denied access to the internal audit reports. We were able to discuss
generalities about the audit processing, but we were unable to look
at individual reports. We recommended that one of the reforms
that U.N. Funds and Programs and Specialized Agencies should
implement is to make audit reports available to member states.

Senator LEVIN. Were you given reasons for why you were denied
audit reports?

Mr. MELITO. It was policy and practice.

Senator LEVIN. But did they give you the policy? Did they tell
you what the policy is, or did they just say it is policy?

Mr. MELITO. Well, they must answer to their Executive Board,
and without having been given permission to make this change, I
don’t think such a change was possible. But, that said, I think
these are the kind of things which would help oversight and help
transparency.

Senator LEVIN. Have you seen U.N. audit reports?

Mr. MELITO. Oh, yes.

Senator LEVIN. And what is the quality of those reports?

Mr. MELITO. Starting in 2005, the reports of OIOS, which is the
audit unit of the Secretariat, have become available to member
states. As with many things, they vary in quality, but there are
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some very good reports being done. I think the quality of the re-
ports probably would improve over time if they were made publicly
available.

Senator LEVIN. Before he left office, U.N. Secretary Kofi Annan
established a U.N. Ethics Office, and it was set up in early 2007,
and it got its first Director in May 2007, and I believe the GAO
has been an observer of that effort. Was it your understanding that
the U.N. Ethics Office was intended to issue ethics policy for the
entire U.N. community covering not only the U.N. Secretariat but
all U.N. Funds and Programs?

Mr. MELITO. We understood that there was ambiguity on this
matter from early on. We know that the U.S. position was that the
coverage should include U.N. Funds and Programs, but we also
know that there are a number of areas where the authority of the
Secretariat to the U.N. Funds and Programs is unclear. And it is
my understanding that the Office of Legal Affairs at the Secre-
tariat made it clear early on that General Assembly resolution did
not cover the U.N. Funds and Programs.

So we just report the facts. We could not make a determination
because that was mostly a legal determination on the structure of
the U.N.

Senator LEVIN. Well, when the U.N. Ethics Office made a deter-
mination in August in response to the Shkurtaj complaint that it
has jurisdiction over only the U.N. Secretariat and not U.N. Funds
and Programs like the UNDP, did that surprise you?

Mr. MELITO. Actually, it did not, because that is consistent with
some of the other decisions that have been made about where the
authority of the Secretariat ends.

Senator LEVIN. In November, Secretary-General Ban directed
that all U.N. Funds and Programs establish their own Ethics Of-
fices. First of all, how many U.N. Funds and Programs are there
at the U.N.? And what percentage met the January 1, 2008, dead-
line for setting up their internal Ethics Offices?

Mr. MELITO. I can get back to you on the number of U.N. Funds
and Programs. I do know for the three U.N. Funds and Programs
we looked at last year, the two criteria that were relevant were
that you have an Ethics Office and that you also have a whistle-
blower protection policy. And UNDP has an Ethics Office but did
not have a whistleblower protection policy. The other two U.N.
Funds and Programs had whistleblower protection policies but did
not have an Ethics Office. So at the time of our study in June, none
of the three would have met the criteria.

Senator LEVIN. When the U.N. Ethics Office made its decision in
August, it said that even though it did not have jurisdiction over
the UNDP, it urged the UNDP voluntarily to submit the Shkurtaj
case to it for review. The UNDP declined to do that. It would seem
to me that the UNDP, when they did that, undermined the status
and authority of the U.N. Ethics Office for no particular reason.
Then it set up an ad hoc review committee to adjudicate the
Shkurtaj case.

Do you have an analysis or an opinion as to why the UNDP de-
clined to submit that case to the U.N. Ethics Office for review?

Mr. MELITO. I can only speculate, but it goes back to the issues
of governance and the role—the different lines of authority between
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the Secretariat and the U.N. Funds and Programs. But I think you
should pursue that with UNDP yourself.

Senator LEVIN. Thanks. Senator Coleman.

Senator COLEMAN. Thank you.

I want to touch, Mr. Melito, on mandate review. You heard the
testimony of the Ambassador that progress is being made. In your
report, you make a statement: “Despite some limited initial actions,
the U.N. review mandate has not advanced due in part to lack of
support by many member states.” Is that a fair statement? Do you
still stand by that?

Mr. MELITO. Yes, we do.

Senator COLEMAN. And so there are over 9,000 mandated pro-
grams, things known as mandate review

Mr. MELITO. Actually, I think there is some confusion on the ac-
tual total number. I think they have settled on 6,900 mandates
that are older than 5 years. I don’t think they have a total that in-
cludes the ones that are younger than 5 years.

Senator COLEMAN. OK. So there are at least 6,900 that old. And
out of those 6,900, to date how many have effectively been re-
viewed and eliminated?

Mr. MELITO. I don’t know if any have been eliminated. I think
there are 74 that were—the words they use—“set aside,” and I am
not exactly sure what the operational meaning of that means. But
those are ones that have already been completed. Many of these
nillandates were mandates that set up various organizations within
the U.N.

Senator COLEMAN. And when you say lack of support by member
states, can you give me a little more information about that?

Mr. MELITO. There is a lot of suspicion about what the ultimate
purpose of mandate review is and a lot of disagreements on how
it should be carried out and, if there are any freed-up staff re-
sources or budget resources, how they should be used. And I think
the lack of agreement and consensus on those elements has held
the review up.

Senator COLEMAN. Isn’t it a fair statement to say that in many
cases these are jobs programs for many folks?

Mr. MELITO. There are a number of mandates which have report-
ing requirements, annual reports, and there are people staffed on
those annual reports.

Senator COLEMAN. With regard to access, the question raised by
the Chairman and that all of us have raised—the Chairman has
pushed very forcefully—is about the importance of audit access to
member states, the importance of access to this body, transparency.
You also raised the issue about access—internal access. You make
a point of saying that U.N. member states have a lack of access by
internal governing bodies. Can you explain that?

Mr. MELITO. This is actually part of the audit reports. Each of
these organizations have their own internal oversight unit, and the
oversight units tend to be part of the organization, which is not un-
common or necessarily incorrect. But the question then becomes
how do you give the units some independence, some ability to go
where the units need to go, and then have their information reach
the levels where it needs to reach, which is, in the case of the U.N.,
the Executive Board, which is comprised of the member states. And
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we actually have two recommendations which tried to improve this.
The first one we have been talking about already today, which was
to make the audit reports themselves available directly, let the
member states decide.

But there is also another realization, another reality, which is
that a lot of the audit reports are arcane, they are dealing with
technical issues, so it may be difficult for very busy, limited staff
to actually really understand the significance of them. So we think
it is important that they also have an independent audit committee
composed of professionals who don’t answer to senior management,
who work with the audit office, look at their work plans, look at
the quality of the audits, make sure they are sufficiently resourced,
and that group independently reports to the Executive Board on
how the audit office is doing.

Senator COLEMAN. So the concerns then are both access in terms
of transparency, but also the internal process of the audits them-
selves and how they are processed and the independence of the
auditors.

Mr. MELITO. The independence of auditors and also whether they
have sufficient resources to do their work.

Senator COLEMAN. Then the last area of inquiry has to do with
the whistleblower protection. In UNDP’s statement, they say in
their statement to this Subcommittee that they have had policies
and procedures in place to protect employees from retaliation, some
of which pre-dated the policies initiated by the Secretary-General
in 2005. In your statement, you indicate that UNDP was devel-
oping a policy on whistleblower protection policies. It appears that
your findings—are they in contradiction to UNDP’s statements?
Can you help resolve this?

Mr. MELITO. UNDP had a general policy toward treatment of
staff, but they did not have a specific whistleblower policy protec-
tion process which outlines processes and steps and rights and re-
sponsibilities and such. That was what was missing, and that is
vital to actually having a credible whistleblower protection system.

Senator COLEMAN. And when you talk about staff, I want to
make sure we understand the definition of staff. In earlier testi-
mony in the first panel, it was indicated that you have staff em-
ployees and you have contractors. But the reality is that these con-
tractors, like Mr. Shkurtaj, for instance, he was the operations
manager. He was not an outside contractor or consultant. He was
the operations manager performing a core staff function. Are those
contractors—and the definition of UNDP talks about it has proce-
dures in place to protect employees from retaliation. Are contrac-
tors covered by those procedures?

Mr. MELITO. The U.N. has multiple categories for employment,
and actually relatively—less than half of them are permanent em-
ployees. But the rest of them have contracts of varying lengths, and
I do think there are some categories which are covered, but I am
not certain—this is actually an area we have not studied.

Senator COLEMAN. But, clearly, there is not full coverage, and
Mr. Shkurtaj’s case is clearly not covered.

Mr. MELITO. Well, it is confusing in that case because was it his
contracting status what mattered or was it the lack of whistle-
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blower protection that mattered. So I think there are possibly two
reasons.

Senator COLEMAN. We have called it a contract. All you have to
do is not renew the contract.

Mr. MELITO. I understand that.

Senator COLEMAN. Which goes to the heart of why you want
whistleblower protection.

Mr. MELITO. Yes.

Senator COLEMAN. And if they are not “employees,” particularly
when they are performing core functions, you are able to exclude
a whole group of folks from the purpose of whistleblower protec-
tion. We want individuals who have concerns to be able to raise
their hand, come forward, and not worry about losing their job or
in this case losing their contract. Does the Secretary-General’s pro-
gram of whistleblower protection, does this provide adequate cov-
erage for the broad range of folks who are working for the United
Nations?

Mr. MELITO. As I said earlier, there are staff in different cat-
egories, and I am hesitant to say definitively one way or another,
but I do believe that staff who have long-term contracts may be
covered. But I would defer to Mr. Benson on that matter.

Senator COLEMAN. All right. I will probably submit that and
some additional questions. I would like to get a response to that.

Mr. MELITO. OK.

Senator COLEMAN. Thank you very much for your good work, Mr.
Melito.

Mr. Chairman, thank you.

Senator LEVIN. Thank you, Senator Coleman.

Thank you so much, Mr. Melito. We appreciate it and appreciate
your good work generally at the GAO. Thank all your colleagues
there for all the good they do, will you?

Mr. MELITO. I will.

Senator LEVIN. We will now move to our third panel. We now
welcome the final panel of witnesses from the United Nations, who
will brief the Subcommittee on UNDP issues. As mentioned earlier,
we thank the United Nations for the extent of its voluntary co-
operation with this inquiry. We are very pleased this morning to
have with us Frederick Tipson, who is the Director of the U.N. De-
velopment Programme’s Liaison Office; David Lockwood, who is the
Deputy Director of the Regional Bureau for Asia and the Pacific for
the United Nations Development Programme; David Morrison, Di-
rector of Communications for the U.N. Development Programme;
and Robert Benson, the Director of the U.N. Ethics Office.

The Subcommittee recognizes the privileges and immunities of
the United Nations, and, therefore, this panel will not be sworn in.
Again, gentlemen, we appreciate very much your being with us this
morning, for the cooperation you have shown with our staff and
with us, and we welcome you to the Subcommittee.

I think you were here when you heard our announcement about
the timing system and about when the lights flash on and off. We
understand, Mr. Tipson, that you will be presenting a brief state-
ment for the UNDP, and so we will have you go first, following by
Mr. Benson, who will be presenting the briefing statement of the
U.N. Ethics Office, and then after these two statements, I gather
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it is your understanding that we would then proceed to questions.
Is that acceptable? Mr. Tipson, please proceed.

TESTIMONY OF FREDERICK TIPSON,! DIRECTOR, LIAISON OF-
FICE, UNITED NATIONS DEVELOPMENT PROGRAMME, WASH-
INGTON, DC, ACCOMPANIED BY DAVID LOCKWOOD, DEPUTY
DIRECTOR, REGIONAL BUREAU FOR ASIA AND THE PACIFIC,
UNITED NATIONS DEVELOPMENT PROGRAMME, NEW YORK,
NEW YORK, AND DAVID MORRISON, DIRECTOR OF COMMU-
NICATIONS, UNITED NATIONS DEVELOPMENT PROGRAMME,
NEW YORK, NEW YORK

Mr. TipsoN. Thank you, Mr. Chairman. Thank you very much.
As representatives of the U.N. Development Programme (UNDP),
we appreciate the opportunity to address the issues raised by this
Subcommittee. As employees of an international organization, we
must appear informally and on a voluntary basis within the limits
of the immunities recognized by the U.S. Government, and we ap-
preciate the Subcommittee’s willingness to accommodate these con-
siderations. Yet we also appear here willingly, with the objective of
satisfying this Subcommittee that the funds provided to UNDP by
thedlﬁS. Government are applied effectively to the purposes in-
tended.

I am Fred Tipson, Director of the Washington Office. You have
already introduced me and my colleagues. I am going to limit my
remarks to three main points.

First, we appreciate very much the professional manner in which
your staff has reviewed UNDP operations in North Korea. We take
the findings in this Staff Report very seriously and will consider as
an organization how best to address each of the recommendations
it contains.

At the same time, in light of the serious allegations about
UNDP’s operations that have appeared over the past year, it is
really essential that we take note that this report does not substan-
tiate any of the following claims: UNDP did not transfer hundreds
of millions of dollars to the North Korean Government over the last
10 years. UNDP’s funds did not go for North Korean purchases of
real estate, nuclear technology, or missile programs. And UNDP
did not use cash in North Korea which could otherwise have been
diverted or embezzled in circumvention of financial controls. It is
important as we address the other issues of concern to this Sub-
committee that we emphasize this point at the outset, given the
visibility of those allegations in the media.

Second, our objective as an organization must be to satisfy the
standards of our major government supporters, including the U.S.
Congress in particular, that UNDP is sufficiently transparent and
accountable to provide you with confidence in our operations wher-
ever in the world they are. If you are not satisfied with our per-
formance in that regard, then we cannot be satisfied, and we must
engage in the continuing process of review and improvement. And
I appreciate the recognition that that is an objective on both sides.
I hope that our efforts to cooperate with this investigation have
demonstrated our high level of commitment in that regard.

1The briefing statement of Mr. Tipson, Mr. Lockwood and Mr. Morrison appears in the Appen-
dix on page 87.
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In fact, as the attachment to our statement makes clear, UNDP
is often cited as a model among global organizations for its open-
ness in reporting, and we pride ourselves on the substantial
progress we have made in becoming a flexible, performance-driven,
and financially sound organization. Nevertheless, we recognize that
on two of the most important issues you have raised—access to in-
ternal audits and whistleblower protections—there are basic con-
cerns, and we can address both of those here today.

On access to internal audits, I want to assure you that the head
of UNDP, Kemal Dervis, has actually taken a leading role within
the U.N. System to advocate a policy of greater access, and he is
currently pursuing such a policy with our Executive Board. We can
respond to further questions on that issue shortly.

I know you are also concerned about whether UNDP offers ade-
quate protections to whistleblowers. I want to assure you that
UNDP strongly encourages the reporting of wrongdoing and does
offer protections on those who step forward to report it. But I also
want to assure you that in this area as well, Mr. Dervis has
worked to support a more collaborative framework on ethics stand-
ards and procedures across the U.N. System, and we particularly
look forward to working with Mr. Benson’s office to assure a
strengthened outcome.

Third, UNDP does operate in the most difficult locations in the
world, as both of you Senators have acknowledged. We have at-
tached a short overview of the major programs we conduct in a set
of the most challenging countries of particular interest to the
United States, including Afghanistan and Iraq. To do so, we must
apply considerable resourcefulness and discipline to assure that our
funds and resources go to serve the needs of the people and not the
narrower interests of particular leaders or elites. North Korea is
certainly a case in point. The Subcommittee’s report has it right.
By all accounts, operating development projects in North Korea
presented management and administrative challenges of the most
extreme nature. I am quoting the report here: “By definition,
UNDP operates in challenging environments and has crafted, for
the most part, sound rules and procedures to ensure that UNDP
development funds benefit the people of the host nation.”

But the report and Ambassador Khalilzad’s testimony focus on
three areas where our practices in North Korea diverge from our
general policies in other countries. These involve practices required
by the North Korean Government as a condition of operating there.
These include the use of convertible currency rather than local cur-
rency, the hiring of local staff indirectly through the government,
and the requirements regarding government oversight of visits to
project sites.

Two points should be emphasized. First, there is nothing hidden
about these practices. All three have been well known and per-
mitted by all governments, including the United States, for nearly
30 years. They continue to be the conditions under which all other
international organizations, all foreign embassies, and all NGOs
operate in North Korea. They were not unique to UNDP and, in
fact, are based on operational practices that were widespread in
countries such as China and Vietnam until relatively recently.
UNDP is alone amongst organizations in North Korea to have
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moved to change their practices, and North Korean resistance to
these changes was a factor in our decision to suspend our program
there last spring. But we know you have further questions about
these issues, we were not comfortable having to operate in that sit-
uation, and we will do our best to address the considerations in-
volved in those issues.

In closing, let me just offer a personal perspective on these mat-
ters. I worked for 5 years as counsel to the Senate Foreign Rela-
tions Committee. I know firsthand the responsibilities you feel to
assure that the international organizations supported by U.S. con-
tributions can be relied on to do the important work they are com-
mitted to doing. It is my full-time job to facilitate the transparency
and accountability of UNDP to the U.S. Government and to the
Congress, and to you Senators in particular, and I hope you agree
that our responsiveness to your investigation makes clear how seri-
ously we take this responsibility.

I thank you.

Senator LEVIN. Thank you, Mr. Tipson. Mr. Benson.

TESTIMONY OF ROBERT BENSON,! DIRECTOR, UNITED
NATIONS ETHICS OFFICE, NEW YORK, NEW YORK

Mr. BENSON. Thank you. Senators, this is the first opportunity
I have had to appear before a U.S. Senate Subcommittee, and I
welcome the opportunity. I have been required to appear in order
to brief this Subcommittee on the jurisdiction of the Ethics Office
and the adequacy of whistleblower protection within the U.N. Sys-
tem. We also have been requested to provide a written briefing
statement, which we have done.

In accordance with the U.N. policy regarding U.N. officials re-
quired to appear before legislative bodies of member states, the
Secretary-General has approved my attendance in order to provide
information to this Subcommittee, provided, as is indicated, it is
achieved by means of a briefing session conducted on an informal
basis.

The Ethics Office of the United Nations Secretariat was estab-
lished and became operational on January 1, 2006, discharging its
mandate as set out in the applicable Secretary-General bulletin.
On May 1, 2007, as you have indicated, I was appointed as the
United Nations’ first Director of Ethics. However, prior to that
time, I had come to the United Nations with 17 years of public sec-
tor experience working at the Federal level in Canada and the last
3 years working for an independent Office of the Ethics Commis-
sioner, which was an entity of the Parliament of Canada. Myself
personally, I am a lawyer by training, and through my career I
have worked in the Judge Advocate General’s branch of the Cana-
dian Armed Forces. I worked in the Federal Department of Justice
where my client group at that time, my clients, were the Royal Ca-
nadian Mounted Police and the Security Service. And then at some
point in time I changed career paths and went into being a senior
manager within the Canadian Government and finally ended up
my career working in the Ethics Commissioner’s office in the Par-
liament of Canada. That ends my opening statement.

1The prepared statement of Mr. Benson appears in the Appendix on page 107.
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Senator LEVIN. Thank you so much, Mr. Benson.

The U.S. Mission to the U.N. made requests for audit access rel-
ative to the North Korea issue, and it was not given what it asked
for. Our U.N. representatives were denied the kind of access that
they requested, and I am just wondering why.

Mr. TipsoN. Mr. Chairman, just to clarify, I want to make clear
that we understand—we are here in part to understand, not simply
to respond and defend.

Senator LEVIN. OK.

Mr. TipSON. And we understand the importance of the objective
of facilitating access to member states to the audits. As I have just
indicated, we are leading the charge in trying to get that policy
adopted, not only in UNDP but in other parts of the United Na-
tions. It is a policy that has to be approved by our Executive Board.
We have a board of 36 countries, and so it is not a matter of simply
taking a pen and changing the policy overnight. I can tell you that
this very week our leader is in the process of trying to propose that
policy be adopted.

Senator LEVIN. Are you privy to the reasons for the policy?

Mr. TipsoN. Well, I am going to defer to one of my colleagues
who has much more experience dealing with audits, but let me just
say on the basis of experience in the private sector for the last 23
years that audits are a key way in which boards keep track of the
honesty of what they are getting from all the parts of the organiza-
tion. But one of the things that audits need to accomplish is to
verify the validity of the systems that the organization uses to re-
port the numbers, the funds, what happens to the money in those
organizations. And the concern with the way Ambassador Wallace
characterized the situation is that if the U.S. Government cannot
rely on the representation of UNDP with respect to key financial
issues, they simply will not take what we say as being reliable in-
formation unless there is somehow an independent audit of that in-
formation. Then it is a very difficult way to have a relationship,
and it is really very rare that governments take that position or
that becomes the style with which we have to exchange informa-
tion.

As your staff will tell you, we have taken them through in some-
times exhaustive detail what our systems do and how they are
structured to accomplish them. And the audits that have occurred
would have shown up if those systems were not reliable, if that
were indeed the case.

I know that does not fully respond to the question you asked, and
I will ask my colleague to try to get into the question of why there
is a tendency to want to limit access to audits.

Senator LEVIN. OK. Mr. Morrison.

Mr. MORRISON. Thank you. As Mr. Tipson just said, to respond
to the question why is UNDP hesitant, traditionally the hesitancy
has come from the understanding at UNDP, and I think in other
parts of the U.N. Funds and Programs as well, that the internal
audits are management tools that then feed into an external audit
process which is available to member states, and that is, my under-
standing is that is how the member states set up the system so it
is actually two-tiered, with the internal audits being just for UNDP
management and the external audits being widely available to
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member states. The external auditors have full access to the inter-
nal audit.

In terms of why they are considered management tools, and I
think the question that has been asked throughout the morning,
why does the Secretariat make their audits—or other organiza-
tions, not just the Secretariat, make their audits fully available,
and the U.N. Funds and Programs up to this point have had a
more restrictive regime, UNDP’s view on this—and, again, it is lis-
tening to its member states—is that we are a field-based organiza-
tion. We run operations in 166 countries. Our primary partner in
those countries is the national government. We run programs in
some cases which national governments consider very sensitive. I
am thinking of gender programs that we run in some countries or
democratic governance programs that we run in some countries.
The strong sense that we are getting from our Executive Board,
and particularly the program countries in which we work, is that
they are reluctant to have what is, in effect, very frank comments
on their own programs made publicly available.

I think as you know, Kemal Dervis has a proposal in front of the
Executive Board this week that they are debating today and tomor-
row to try to square the circle of the very legitimate demands for
increased oversight with those feelings from the program countries.

Senator LEVIN. Has there ever been a resolution at the U.N. to
change the policy relative to audits that was voted on by the Gen-
eral Assembly?

Mr. MORRISON. My understanding is that as part of or subse-
quent to the Oil-for-Food affair, the General Assembly did, in fact,
require the Secretariat to make its audits public.

Senator LEVIN. Just the Secretariat, but not the U.N. Funds and
Programs, and——

Mr. MORRISON. No, not the U.N. Funds and Programs. In such
matters, we are governed by our Executive Board.

Senator LEVIN. Not by the General Assembly.

Mr. MORRISON. That is my understanding.

Senator LEVIN. And has anyone on the Executive Board, includ-
ing the United States, ever made a motion that those internal au-
dits be made public?

Mr. MORRISON. There is no question that the United States and
several other countries, primarily on the donor side, have moved
very strongly to increase access to internal audits. There has been
equally strong feelings on the other side, primarily but not exclu-
sively the program countries, the recipient countries, that do not
want to have such a broad access regime. So the proposal before
the Executive Board today and tomorrow, which I think both Sen-
ator Coleman and yourself, Mr. Chairman, have characterized as a
step in the right direction, although not going far enough—because
I think Senator Coleman listed three or four additional steps that
you would like to see. In any event, that is the proposal that our
Administrator has put before our governing council, and we very
much hope that it carries. And I know that he spoke personally
with both of you on that.

Senator LEVIN. In your opening statement, Mr. Tipson, you said
that the UNDP did not transfer tens of millions of dollars to the
North Korean Government. How many dollars were transferred?
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Mr. TiPsON. In our written statement, we have tried to summa-
rize the various accounts, the various summaries of funds that
went—with respect to the NCC for the UNDP account, which has
been the subject of such controversy, the total amount of money
that we transferred to that account over the 10-year period covered
in that chart is, I think, $376,000. It was not—and we can discuss
how development projects are done in North Korea that indicate
why that is not a larger channel of funding that goes through that
account.

Senator LEVIN. Well, now, you heard Ambassador Wallace say
that the UNDP sent perhaps much more than $7 million in cash
to the UNDP-related account. Did you hear him?

Mr. TIPSON. Yes.

Senator LEVIN. Do you have a reaction to that?

Mr. TipsoN. Well, again, our records are pretty clear on what
went into that account, and it is a matter of the reliability of our
systems, which we take great pride in, frankly, in knowing how
much money went into that account. It is not possible that the
money that is being discussed, either $2.7 million or $7 million, or
higher amounts that have been discussed, were money that came
from the UNDP.

Senator LEVIN. Into that specific account?

Mr. T1PSON. That is right.

Senator LEVIN. OK. Thank you. Senator Coleman.

Senator COLEMAN. Thank you, Mr. Chairman, and I appreciate,
gentlemen, the opportunity for this briefing, and I look forward to
this as a conversation that we would like a little help on figuring
out where do we go to make sure that in other countries the impri-
matur of the U.N. is not being used for shell organizations, money
laundering, and transferring cash.

I want to get back to this issue about the amount of dollars, and
part of the confusion is the internal auditors—I was looking at the
Subcommittee report. It talks about the difference, by the way, be-
tween—not that sharp, but NEX and DEX. There are some pro-
grams that you give the money directly to the North Koreans, and
others that you provide the money—you do it yourself. And so the
testimony is that most of the programs in North Korea you were
doing, so you were not turning over cash to the North Koreans. Is
that correct?

Mr. TipsON. Can I have my colleague David Lockwood answer?

Senator COLEMAN. Mr. Lockwood.

Mr. Lockwoob. That is absolutely correct, Senator. The norm
across the world is that most programs are executed with govern-
ments who have full responsibility for their——

Senator COLEMAN. And is that NEX or DEX? Which one is it?

Mr. LockwooD. That is called NEX.

Senator COLEMAN. NEX.

Mr. LockwooD. National execution.

Senator COLEMAN. National execution.

Mr. LockwooD. In the case of North Korea, they also preferred
that route, but at our insistence, large amounts of the money were,
in fact, directly executed by UNDP so that we could have direct
controls in place.
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Senator COLEMAN. But the problem we have is if you looked at
your internal auditing, you have it broken up as 48 percent—I have
the chart, 48 percent is going to NEX and 40 percent DEX.

Mr. LockwooD. That is correct, Senator.

Senator COLEMAN. In the chart.

Mr. LockwooD. The chart is correct.

Senator COLEMAN. So the auditors were not aware of the internal
arrangements?

Mr. LockwooD. I think the auditors were aware of the internal
arrangements, and the distinction, of course, is that within what
is formally nationally executed, the government in turn has asked
UNDP, at our insistence, to execute a large proportion—the largest
proportion of that ourselves, which we also called direct execution.

Mr. TiPSON. Indeed, there is a sentence right here, Senator: “The
office is providing 100 percent support services to NEX projects.”
In other words, we executed on their behalf, even though it was
called national execution.

Senator COLEMAN. But when you say executed, are you talking
about executing by employees in North Korea, by the program in
North Korea? Is that correct?

Mr. TipsoN. The overall employee base.

Senator COLEMAN. And one of our concerns here—and, again,
you said simply a way of operating—the North Koreans, they were
North Korean agents. They picked the employees. They ran the
programs. Is that a fair statement?

Mr. TIPSON. Senator, it is fundamental to the way we work in de-
velopment that it is a matter of capacity building. It is the locals
we are trying to create the capabilities to do development.

Senator COLEMAN. But there is a difference between the govern-
ment supplying government agents—I am not talking about devel-
opment. There are other programs in which you actually hire
locals, and you are hiring people. But the difference between those
folks and the government saying this is who is going to sit in that
position, they are agents of the government, that is not develop-
ment. That is the government simply saying here is who you are
going to hire and here is who is going to run the program.

Mr. TipsON. But the test then would be whether the work gets
done. The objective is to accomplish development projects, and Mr.
Morrison, of course, is the one with the experience in North Korea.
But the test is whether those employees are actually doing the
work they are paid for.

Senator COLEMAN. But, again, the conversation, to say that is ca-
pacity building when a government tells you these are the people
you are hiring, I don’t think that—I am a former mayor. That is
not capacity building. It is a conversation, not a debate.

Mr. TipPsoN. It is.

Senator COLEMAN. I am wondering if we can go to the chart with
the application of payment order,! JP Morgan Chase Bank of New
York. One of the things that the Subcommittee found, the North
Koreans have admitted, is that they have created this Inter-
national Finance and Trade Joint Company, which is a shell com-
pany, to use the transfer of dollars from North Korea to embassies

1See Exhibit 8, which appears in the Appendix on page 215.
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in New York and other places around—Paris, whatever. And I un-
derstand in our conversations you were not aware of this arrange-
ment. Is that a fair statement?

Mr. LockwooD. We were not aware at all of this arrangement.

Senator COLEMAN. And, in fact, it went forward. Were you aware
of the International Finance and Trade Joint Company?

Mr. Lockwoob. I think we can all say we were not aware of that
company.

Senator COLEMAN. Are there some procedural things that could
be put in place that—I am thinking of co-signing checks or doing
something that would put you in a better place, other U.N. agen-
cies in a better place for their seal—this is the Good Housekeeping
Seal. Money is being transferred by financial institutions. It says
B/I, National Coordinating Committee for UNDP, message, pay-
ment for purchase of building in Canada. It looks like a pretty
basic transaction. We know the buildings were not purchased. We
don’t know where the money went. But is there a system that you
have thought about that would help make sure that your good
name—your Good Housekeeping Seal is not abused by countries
like North Korea or other places in the world?

Mr. T1PSON. One of the recommendations that your staff makes
in this report is that it be accomplished by changing the structure
of how these accounts are managed and giving development agen-
cies like UNDP co-signing authority so that actually the money is
jointly controlled by the development agency. That is something we
are going to have to consider as a structural change. I will say that
is a significant challenge for all development agencies to get coun-
tries to agree that that is the right approach to take. But I think
it is one that we are going to have to consider very carefully.

There are really two problems here. One is the money and the
other is the name. And I think we are able to protect ourselves
from the abuse of the money by making sure we know how much
goes in and how much does not go in.

As far as the name goes, it is very difficult to prevent any gov-
ernment from using our name on any account they want to use,
and that would not even be solved by the structural approach pro-
posed by the staff, although it would accomplish other objectives.

Senator COLEMAN. Just one other chart, perhaps. This is Sindok
Trading. This apparently is a legitimate transaction of UNDP, so
about $229,000, almost $330,000. And the name of the applicant on
this one is the International Finance and Trade Joint Company. So
you have the shell company being used to transit a legitimate
transaction.

Is there in place any process or something that would kind of
alert you to the fact that you may have a shell company? Again,
I am trying to find out are there things we can do to make sure
that we don’t give legitimacy to what we have found out to be shell
companies that were used for the purpose of laundering cash?

Mr. TipsoN. Can I ask Mr. Morrison to respond?

Senator COLEMAN. Absolutely.

Mr. MORRISON. Sure. Senator Coleman, I think that we have re-
searched this particular transaction quite extensively. It was a le-
gitimate transaction. We got what we paid for in the $229,000. We
frankly did not know that when we went to the bank and said
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would you please pay this company in Singapore that they were
sending the money via an entity that has for us subsequently been
identified as an entity involved in financial shenanigans, about
which, of course, we are not happy.

There is a recommendation in the Staff Report in regards to a
separate issue, which is our financial transactions with an entity
called Zang Lok, which does recommend that the various entities
and the various organizations in the international community—UN
and presumably non-UN—make stronger efforts to share informa-
tion about which entities may be up to no good. And we fully sup-
port that recommendation.

Senator COLEMAN. Thank you, Mr. Morrison.

Mr. Benson, if I may, when you first became aware of the
Shkurtaj case, I believe you indicated that they made a prima facie
case of retaliation against UNDP. Is that correct?

Mr. BENSON. That is correct.

Senator COLEMAN. And you urged UNDP to submit it to the ju-
risdiction of your office in the best interest of the United Nations.
They did not do so. This debate we are having about whether the
Secretary-General’s policy should apply—and let me, again, be very
clear. My big concern is that the UNDP policy in place certainly
did not cover contractors. And that is a big part of your operation,
contractors who perform core functions. And I guess anyone can
answer this, then. Is there any question that contractors, individ-
uals performing core functions should be covered by whistleblower
protections? Anyone arguing about that? Mr. Benson.

Mr. BENSON. From my perspective running the Ethics Office, 1
do not have a problem with that. As was indicated earlier in some
testimony, individuals that are performing staff-related functions
or core functions should be afforded. So issues that arise and come
before me, I will address them in that context.

Senator COLEMAN. If somebody is reporting to somebody a case,
you want to make sure that you are able to operate independently.
A UNDP ethics officer reports to the executive head of the pro-
gram. Is that correct?

Mr. TipsoN. That is right.

Mr. BENSON. That is correct.

Senator COLEMAN. And who do you report to, Mr. Benson?

Mr. BENSON. I report to the Secretary-General.

Senator COLEMAN. Would it be fair to say that you have a high
measure, a high degree—gentlemen, would you argue that there is
a high degree of independence, that if an employee is going to re-
port to a guy who is reporting to the head of the program that you
have got complaints about, would it be fair to say that it would be
a better system to have this employee go to somebody where he
wouldn’t be worried that the guy who could get rid of him or not
renew the contract is going to make some judgment? Would you
argue that it is a better system to have that higher degree of inde-
pendence?

Mr. TIPSON. One of the innovations, I think, by the Secretary-
General’s bulletin in December is the idea that the—Mr. Benson
will chair an ethics committee, to which appeals can be taken by
employees who feel they haven’t been satisfied by their own organi-
zations. Obviously, it is important that we have a strong program
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in our own entity and that it does protect people against that kind
of retaliation. But this at least would provide a two-step process for
people who felt they weren’t fairly treated.

Senator COLEMAN. Could you respond then to the concern about
contractors? Are we going to see some change in that program?

Mr. T1PSON. Yes.

Senator COLEMAN. Mr. Morrison.

Mr. MORRISON. We have been discussing this very recently, and
I think as you know, the strengthened UNDP protections against
retaliation came out as part of a legal framework that UNDP had
been working on for some time. In the work program, that was a
legal framework covering staff. The next part of the work program
was supposed to be a legal framework actually covering contrac-
tors.

Now, you have said contractors performing core functions. Mr.
Benson has said he would have no difficulty with that. This is a
very difficult issue. I cannot speak for where we are going to come
out. I personally would not have any difficulty with that either.

You have listed some statistics about the number of contractors
employed within the U.N. System, and we need to be honest. Some
of those contractors are on long-term contracts. They are not per-
forming core functions, but they are with the organization, if you
will, for a long time. And so we have begun an internal dialogue
as to what is correct as part of a coming legal framework covering
contractors.

Senator COLEMAN. I would just suggest that the current frame-
work is wholly insufficient in providing the kind of protection that
we would all want to have in place. Mr. Tipson, going back to your
days on the Foreign Relations Committee

Mr. TipsoN. Right.

Senator COLEMAN. We want what we would all say is the kind
of protection that encourages individuals to come forward without
fear of retaliation.

Gentlemen, I thank you.

Senator LEVIN. Thank you. Dr. Coburn.

Senator COBURN. Thank you. I caught some of this on the TV,
but I just want to kind of review and see if I have got your testi-
mony. You basically deny all the findings in the report that this
Subcommittee has issued. It is your statement also that all pro-
grams in North Korea, including USAID, operate with the same
weaknesses that we have seen in UNDP, i.e., payment of cash and
hard currency instead of local currency.

If that is the case——

Mr. TipsoN. That is not the case, Senator.

Senator COBURN. All right. Well, then, correct what my assump-
tion was based on what I heard from my office just a minute ago.

Mr. TipsoN. Well, I think there is a confusion there between
hard currency and cash. We did not deal in cash in North Korea,
hard currency being convertible currency.

Senator COBURN. Right.

Mr. TiPSON. And the requirement by the North Korean Govern-
ment that said all entities pay in convertible currency.

Senator COBURN. But that is exactly opposite of the rules under
which UNDP operates everywhere else, correct?
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Mr. TipsoN. We did not have a rule on that subject, and, in fact,
it is intended to be flexible enough so that the discretion of the
local office can determine what the right approach may be in a case
of that kind. But the challenge if it is the other way around, Sen-
ator, if you require to pay in only local currency, in the case of
North Korea the only place to get local currency is from the North
Korean bank. And if the concern is that they will skim off a piece
of that hard currency for other purposes and only give you—they
can set the exchange rate in the case of North Korea.

Senator COBURN. Well, we don’t know that they——

Mr. TiPsON. It is not really a protection——

Senator COBURN. When we pay directly to the government, any-
how, the salaries of the people that were employed that were North
Koreans. In other words, we didn’t directly pay the North Korean
employees, did we?

Mr. TipsoN. No. We went through the government. That is right.

Senator COBURN. So we do not know how much they skimmed
that way.

Mr. TipsoN. We don’t.

Senator COBURN. And so we have no idea. And that is not stand-
ard practice everywhere else, is it?

Mr. TIPSON. In my testimony, I mentioned that China, Vietnam,
and North Korea all had that policy. Vietnam and China have
since abandoned that policy. North Korea is the only country that
requires

Senator COBURN. So three stellar human rights organizations
have had that policy.

Mr. TipsON. When I worked in China with AT&T, in the private
sector we had to hire people through a government agency. That
is the way China required it to be done.

Senator COBURN. OK. Why should U.S. taxpayers support an or-
ganization that provides legitimacy to illegitimate transactions? In
other words, based on some of the things that we have seen going
on, that went on with UNDP operations in North Korea, in terms
of some of the transactions like the $50,000, why should Americans
support UNDP’s effort there? In other words, we have $100 million
in direct, and then we have all these other agencies that put an-
other $140-some million into UNDP—nothing wrong with your
goals. But why should we do that?

If somebody is afraid of transparency, absolute transparency,
then we ought to really worry about whether we ought to be sup-
porting that agency at all in the first place.

So, 1t is not a matter of trust. I don’t trust Federal Government
agencies. That is why I want them transparent. They need to be
able to show the American people that they are effective in what
they are doing and how they are doing it, and there ought to be
some metrics.

So explain to me why you would take a position that says that
is on the basis that we don’t trust. I don’t trust. I readily admit
it. And that is what keeps governments open and responsive, is
that they are transparent. So why would we take a position that
we wouldn’t want transparency?

Mr. TipsoN. You shouldn’t and we don’t. I think the discussion
is how do we get to a point where you feel you have sufficient
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transparency to have confidence in the information that we are
providing to you. We are not there, clearly, and if there are a num-
ber of steps that the staff has suggested that would help the proc-
ess—and, as Senator Coleman has indicated, we really need to
have a conversation around these issues to get to a point where you
have that level of:

Senator COBURN. You may have answered this already, and for-
give me if I am asking—so you have this audit, and you have this
governing body, and yet they cannot have a copy of the audit? Ex-
plain to me—I am just from Oklahoma; I don’t understand that—
why the people that is your governing board cannot have a hard
copy of the audit of what you are doing.

Mr. T1PSON. In the case of North Korea, which, of course, we are
talking about, in 2006 there was a request for the audits, and on
an extraordinary basis, the Administrator did make audit access
available to the U.S. Government so that they could confirm the
content of the audit.

Senator COBURN. OK. But that is not the point. The point is:
Why would that be an extraordinary basis that we get to see how
the money is spent? Why is that extraordinary?

Mr. TipsoN. Well, one reason that we are advocating that policy
be changed is obviously unless you feel you have access to them,
you are not satisfied that it is sufficiently transparent.

Senator COBURN. We shouldn’t and nobody

Mr. TipsON. But I think when you were out of the room, Mr.
Morrison was trying to explain the original rationale for why au-
dits, internal audits, can be considered to contain the kinds of sen-
sitive information that are best left confidential.

Under the current circumstances, to change that policy we have
to get the Executive Board of our organization to agree to go along.
We are well on the way to doing that, but it is a matter of our lead-
ership persuading the governing board of our organization that
that is a policy we should adopt.

And that is his posture with respect to other

Senator COBURN. I would hope that the realization is present
among you today that there is a group of us in the U.S. Senate
that, if, in fact, that does not become the policy, it is going to be-
come our policy.

That there 1s a U.S. Federal law right now called the Account-
ability and Transparency Act that is publishing today how all the
money that this Federal Government is spending, and if you are
not in compliance with that, then you are not in compliance with
the law, which will put at jeopardy funds from the American Gov-
ernment to UNDP.

So I would think it would be in your best interest to become as
transparent as you can. Nobody wants to know somebody’s Social
Security number. Nobody wants to know the details under a cer-
tain contract. But the U.N. routinely—not UNDP but the U.N. rou-
tinely does not share a contract when it does not have anything to
do with private actions or significant proprietary information on
contracting, and they still refuse to do so.

So I am not going to allow UNDP or the U.N. to hide behind the
idea that there is so much proprietary stuff that we cannot know
how our money is spent. And my suggestion is that you all move
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in that direction because as long as I am going to be a Senator, I
am going to keep attaching that thing and eventually the American
people are going to see that—they are not happy with the way we
spend money domestically, and I guarantee you there is less sup-
port for how we spend it internationally. And it would be in—to do
what you want to accomplish, which 1s to truly impact and help
people who need help, the best way to do that is do that in the
light, open, and taking the criticism, and that builds under-
standing. The lack of transparency implies and the lack of desire
for transparency implies there is something to hide. And that may
not be a great basis under which to have a relationship, but the
fact is that is the basis that we have now because of things like
North Korea and the fact that a U.N. agency was hoodwinked and
was utilized to accomplish things other than what they intended to.

Mr. TIPSON. Senator, we take the point. I hope, however, we can
also get to a relationship where, once you do have that level of ac-
cess and confidence, we can deal in a much more open way and you
will have confidence in the rest of the information that we share
with you.

Senator COBURN. I will give you a great example. USAID, ma-
laria in Africa, totally closed, not transparent, most of the money
went for bureaucracies, not for treatment and care for black Afri-
can pregnant women or their children. This is just the opposite.
They have a transparent website. We can see how much money
they are spending. We can see their contracts. We can see what
they are doing now. So we went from total lack of transparency to
transparency with me saying, “Atta boy, keep going. If I can get
you more money, I will.”

So if, in fact, you become transparent and what you are doing is
accomplishing something that really moves, then you won’t have
any problem.

Mr. MORRISON. Could I address that point, Senator?

Senator COBURN. Sure.

Mr. MORRISON. Because that gets to the point of other things
than internal audit access create this level of transparency. We are
actually implementing country by country the requirement that our
country offices put on websites a whole range of information relat-
ing to contracts and procurements and so on, for exactly the pur-
pose that you say, so people can see the details of what is going
on in that country and have some level of confidence that it is
going for the right purpose.

We are also, for example, piloting a possible way of allowing ac-
cess to information where major countries, donor countries like the
United States can actually get into our system, look at our finan-
cial systems and have direct access to understand the kinds of in-
formation that they can rely on as to what is happening with the
money. That is not obviously an easy thing for security reasons to
implement, but that is one of the things that we are working on
implementing. So we are trying to move in that direction.

Senator COBURN. Well, my last comment, Mr. Chairman, is I
think that Senator Coleman raises a great point on whistleblowers.
If you do not have the capability to raise the issue and then be pro-
tected, we will never have transparency. And that has to get fixed.

Senator LEVIN. Did you want to comment, Mr. Morrison.
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Mr. MORRISON. I was just going to add on the transparency point
because in our view it is very closely linked to your role in over-
sight, and tie this back to the audit dialogue we were having a mo-
ment ago. And I think we have been—I hope you are clear where
we stand on the audit issue, and it is before the board and so on.

But it strikes us that an audit is a snapshot of a country office
or a headquarters unit at a moment in time, and that is getting
you folks access to that is a very good way to enable your oversight.

But I would say that in countries of particular concern, North
Korea being one of them but Burma being another one, my col-
league Mr. Lockwood is reasonably well known down here on the
Hill because he has come down multiple times to talk about our op-
erations in Burma. there is an ongoing dialogue with the United
States as a very close partner and one of our largest donors.

Similarly, on North Korea, we were engaged over a number of
years in a very close dialogue with countries that had expressed
concern, Japan being the leader, but also in 2004 we were engaged
in a dialogue with the U.S. mission who had sought information on
our operations in North Korea. We explained our staffing practices.
We explained NEX versus DEX and that we, in fact, controlled all
of that expenditure and that it was auditable. We gave all details
of programs and budgets and so on.

So the point that I am trying to make is that audits and access
to audits are one issue—but I would like the Partnership Bureau,
we engage on an ongoing basis with donors all of the time.

Senator LEVIN. Let me pick up that NEX/DEX. Could you put
that chart back up there again, the one with the—yes, that one.
Can you see—this is your document.

Mr. MORRISON. Yes.

Senator LEVIN. Can you understand why there might be some
confusion about that?

Mr. MORRISON. I think I can understand why there is a lot of
confusion about many parts of our operations.

Senator LEVIN. Well, how about that one particular chart?

Mr. MoORRISON. Well, I am trying to say we are hard to under-
stand, and I would acknowledge that.

The left pie chart divides NEX versus DEX. The intent of the
right pie chart is to show that 100 percent of the NEX expenditure
was actually done by UNDP, meaning it is fully auditable. We did
the procurement and so on. That is also the intent of the text down
below.

Yes, I can see why someone who does not know what DEX is and
does not know what NEX is might not have picked that up in-
stantly.

Senator LEVIN. Well, even somebody who does know what NEX
is and DEX is could be confused by it. The way you described this
was—the reason that this was all DEX, U.N. controlled, is because
North Korea asked UNDP, at UNDP’s insistence, to have the
UNDP do the administration. So there is a little bit of diplomatic
dance going on here. But why couldn’t that have been explained
more carefully there? Why couldn’t you have made the same state-
ment on that chart that you made here today, that this is all ad-
ministered by us at the request of the U.N.?
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Mr. MORRISON. That is from an internal audit report, so it was
not available to member states. At roughly the same time, because
we are talking about 2004, the UNDP did engage with the U.S.
mission to the U.N. on exactly this issue and explained in an e-
mail exchange and a meeting the difference between NEX versus
DEX and that all of the spending was done by us.

Mr. T1PSON. And the United States supported that approach for
the very reasons that you

Senator LEVIN. Are you saying that the USUN mission in 2004
was told that all of the North Korean funds were being controlled
and administered by UNDP?

Mr. MORRISON. Yes, I am, Senator.

Senator LEVIN. Well, I don’t know. Ambassador Wallace sure
didn’t seem to know that. I mean, he got his $7 million figure by
just simply multiplying 48 percent times $12 million. I don’t know
if you want to look at it—you are probably familiar with it. But Ex-
hibit 5 says, “Out of the total budget value of ongoing projects of
$12 million, 48 percent is NEX.”1 Well, if somebody reads that, it
says 48 percent is NEX, so you multiply 48 percent times $12 mil-
lion, you can get roughly the $7 million that Ambassador Wallace
says. Now you are saying in 2004 they were told no, that is not the
way it is, take a look at the right-hand side of the chart. Take a
look at the line that says the office is providing 100 percent sup-
port services.

Well, I don’t think the chart is very clear to begin with, I've got
to tell you. But if you have a conversation with us explaining it and
that is an internal document—was Ambassador Wallace not there
in 20047

Mr. MORRISON. I don’t know whether he was or not.

Mr. TipsoON. No, he wasn’t.

Senator LEVIN. Well, when the question was raised, whenever
the letter came from him to you, did you sit down with Ambassador
Wallace and say, “we told you folks in 2004 that you cannot just
multiply $12 million by 48 percent to get $7 million because, folks,
we are administering the whole thing, take a look at the line below
it, take a look at the right-hand chart, which says 0 percent?” Did
you explain that to him when he wrote you?

Mr. MORRISON. To tell you the truth, Senator, I have just learned
where the $7 million figure came from. I had no idea up until now
where that figure came from.

Senator LEVIN. No, but did you ask him when the letter came or
it became public?

Mr. MORRISON. I was not in the meetings. We responded by say-
ing that we did not—I think he was under the impression that the
$7 million all went to the National Coordinating Committee for
UNDP. We responded by checking our own records and learning
that in the period that he was talking about, $175,000 went to the
NCC for UNDP. So we had no idea where he got the figure.

Senator LEVIN. But did he ask you or did you ask him? I mean,
you are in the same town, aren’t you?

Mr. MORRISON. I think in your opening remarks, you used the
phrase “accusatory.” I think by this time it was June 2006, and we

1See Exhibit 5, which appears in the Appendix on page 207.
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were quite far apart on our understanding of the issues, and most
of the dialogue was taking place via formal letter.

Mr. TIPSON. Something went off the track, Senator, and that was
when Ambassador Khalilzad and our boss, Kemal Dervis, said we
are not getting anywhere with this exchange of letters, let’s create
an independent commission that can look into it and will solve our
questions here. And that commission, of course, will report soon.

Senator LEVIN. Who was it in 2004, do you know who was briefed
on this at the U.S. mission?

Mr. TipsoN. Advisor Robert Shapiro.

Senator LEVIN. Robert Shapiro. OK. I am over my time limit. Do
you want to pick up?

Senator COLEMAN. My concern, I keep getting back to the idea
that North Korean officials are the folks who are operating the pro-
gram. I am not sure there is much difference between NEX and
DEX. If, in fact, UNDP is controlled by the North Koreans in North
Korea, I am not sure it makes a big difference.

We are making appropriations of significant amounts of U.S. tax-
payer dollars for UNDP. I thought the figure was $100 million.
Just a couple days ago, maybe yesterday, I found it was $247 mil-
lion in 2005. It should be the reasonable expectation of working
with your partners and funders that they have access to all the in-
formation that they need. I think that is what my colleague, Sen-
ator Coburn, is raising—$247 million, that is a lot of money, even
for Washington. And I think what we are talking about here is sim-
ply a reasonable expectation as funders and partners that, in fact,
there is full accountability. We understand the limits of audits. We
deal with this stuff all the time. This government at this time is
one that has made some very strong statements about account-
ability and transparency and use of taxpayer dollars about that.
My colleague, the Chairman, is a champion of knowing how money
is spent and that it is spent wisely. We have raised some issues
today about use of the UNDP imprimatur. We raised issues about
access to audits. We have raised issues about whistleblowers. And
I just think it is important, knowing the significant contribution we
make, that they are adequately addressed so that we can kind of
walk out of this together and be in a situation, by the way, where
we can respond to the question about what are we accomplishing.
We can do it using metrics. And I think if we do that, we are all
going to be better served.

Thank you.

Mr. TipsoN. I think we are on the same page, Senator.

Senator LEVIN. I fully agree with the need for transparency and
open audits and having audits and sharing audits. I totally agree
with that. But there also is a requirement that there be conversa-
tion, and I, for the life of me, don’t understand if we are making
an allegation about mis-spending money, why we just don’t go to
the UNDP and say, hey, folks, how is it that this money is getting
into the hands of the North Koreans or that they are controlling
it? Apparently the answer is there was a conversation back in
2004.

Mr. TiPsSON. Senator, I think one of the contributions of this in-
quiry hopefully will be to get that communication back on track.
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Senator LEVIN. Well, I hope it will be. Just on the NEX/DEX
issue, what is the difference?

Mr. T1psoON. National execution and

Senator LEVIN. I think I know the difference, but is there a dif-
ference between the two? Is it real?

Mr. T1PSON. Yes.

Mr. LockwooD. There is a real difference.

Senator LEVIN. Even in a situation where a country is picking
the employees for the UNDP?

Mr. LOCKWOOD. In most countries, national execution is imple-
mented by government ministries or departments themselves. They
obviously hire their own staff to do their own work, and we are
partners in that development process, bringing often technical sup-
port behind the scenes.

In the case of some countries, especially those emerging from cri-
sis where you have capacity issues, UNDP very commonly is then
asked by government—that is a polite way or a diplomatic way of
putting it, as you said—to assist in that through direct execution,
where we then:

Senator LEVIN. Is that direct execution using their people that
they pick for you?

Mr. LockwooD. No. That is absolutely unique to North Korea.

Senator LEVIN. But that was what was done in North Korea.

Mr. LocKwoOD. Because there are no other people in North
Korea.

Mr. TipsoN. Well, among the people working there would be the
North Korean nationals.

Senator LEVIN. Among, but it wouldn’t be all of them?

Mr. MORRISON. No, not at all. The office is staffed with a mix of
internationals and nationals. In the case of North Korea, Mr. Mor-
rison would know the exact figures better than I would, but I do
know that when we shut down, we had eight internationals and 20
nationals, including drivers and so on. Project visits, for example,
are conducted with internationals. Signing of checks, inter-
nationals.

Senator LEVIN. Who would be the controlling folks in the office?
Who would be the top people? The internationals or the nationals?

Mr. MORRISON. No. The internationals. We had a resident coordi-
nator. Reporting to that person was someone that headed the pro-
grams, someone that headed the operations. There is a deputy res-
ervation representative. So you have a structure in all UNDP of-
fices worldwide where the key managerial functions are staffed by
internationals, and the support staff plus the program staff, those
actually doing the projects, working in very close collaboration with
the Ministry of Health or the Ministry of Agriculture and so on are
nationals.

Senator LEVIN. Just one question on the ethics, because there
was a request from, as I understand it, the Ethics Office. The Di-
rector of the U.N. Ethics Office, as I understand it, urged UNDP
to voluntarily submit Mr. Shkurtaj’s case to their office, and that
was rejected. You are all sitting here, you are all friends. What was
the reason you folks rejected the request?

Mr. TipsON. There was a formal jurisdictional issue with respect
to the jurisdiction of the Ethics Office, which Mr. Benson could
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probably better address. The upshot is that his case will be looked
into by this independent review and potentially referred to the
U.N. Ethics Office.

Senator LEVIN. Are you satisfied with the answer you got from
UNDP on the request that the case be referred to your office? And
if you were not satisfied, did you make your dissatisfaction known,
and to whom?

Mr. BENSON. I think to answer that question, the information
that transpired in that wasn’t released by my office. The informa-
tion went out other than through me. But obviously the letters that
were in confidence and provided to the individual did make it out
into the public area.

The communication between myself and UNDP did not get into
the facts of the case—couldn’t. I have to maintain confidentiality.
But on the basis of the information that I obtained in conducting
the review that I did, I met on two occasions with Mr. Dervis and
Mr. Melkert, and through that we discussed the process of the pro-
tection for retaliation.

I indicated at that time and I have indicated subsequent to that
that I did not have the jurisdiction. As I went through it myself
coming into the United Nations—and I should say I have said this
also publicly out there, that when I came into the United Nations,
I expected the jurisdiction would be United Nations. To me the
United Nations was the United Nations. But when I got in and
faced with actually having to discharge this mandate with respon-
sibility, as issues come before me, then I have to look at it, and I
look at it from the Charter on down. I look, as to where my man-
date flows. So I was able to conclude myself that I didn’t have ju-
risdiction, but in light of the fact that this individual had come into
the office, and in light of the fact that it got into the media, it was
well known that I was looking into the matter. And there was actu-
ally a press conference that Mr. Morrison had acknowledged that
I had been looking—the Ethics Office was looking into it.

But subsequent to that, as I said, the issue of information I had
become privy to and the fact that I didn’t have jurisdiction, but I
felt, as I still do, that in the best interest of the United Nations,
if they ceded jurisdiction on this one case and allowed it to proceed,
it would be in the best interest. It was then their consideration of
that, and they communicated back—I am not privy to what tran-
spired or who they communicated with. But I allowed the oppor-
tunity for them to consider, and they communicated back to me
that they wished to proceed on their own, which they did.

Senator LEVIN. Thank you. Senator Coleman.

Senator COLEMAN. Do you expect to or do you anticipate return-
ing to North Korea? Is there discussion about that?

Mr. Lockwoob. I think that is a decision that our Executive
Board would make. I am sure at this point they are not ready to
even discuss that issue pending the outcome of various reviews
that are underway. But that is not a position that I think we as
the Secretariat of the organization, would want to take. It is a very
complicated decision.

Senator COLEMAN. Maybe this is difficult to answer now, but
would you have the ability to change anything, where we are at
today, if you were to go back in tomorrow?
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Mr. LockwoobD. I think it is perfectly clear to all that we would
not go back in under the old conditions under which we worked.
We suspended the program because the government would not ac-
cede to a change in those conditions. And I am sure the board itself
would not want us to go back there unless those conditions
changed.

Senator COLEMAN. I appreciate that, and without getting into
NEX and DEX, just to follow up. Unlike other countries where you
hire nationals through some hiring process, which I think does
build development, I consider these folks to be North Korean offi-
cials. I consider them no different than they are working in a min-
istry, and they are the finance officer and the IT manager and the
general services administrative officer and bank signators. If you
look at it, it is their program. And, again, it is the only conditions
in which it could operate.

We may have exhausted that discussion, but I appreciate your
response, Mr. Lockwood, that if we could go back in, we have to
understand that there are going to have to be some changes in the
way in which we operate. Thank you, gentlemen.

Senator LEVIN. Thank you. Do any of you want to add anything
to the conversation before we adjourn?

Mr. T1PSON. I hope it will be a robust conversation going forward,
not just with this Subcommittee but with the U.S. mission and oth-
ers in the U.S. Government.

Senator LEVIN. We thank you for coming. We know it is vol-
untary. We know it is in the form of a conversation. It was very
helpful, regardless of what you call it, designate it, or label it.
Thank you.

Mr. MORRISON. Thank you.

Mr. BENSON. Thank you.

Mr. LockwooD. Thank you.

Senator LEVIN. We will stand adjourned.

[Whereupon, at 12:59 p.m., the Subcommittee was adjourned.]
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Mr. Chairman, distinguished members, thank you for this opportunity to discuss our efforts to
promote transparency and accountability within the United Nations. The United States, as one of
the founders of this institution, designed the UN to maintain international peace and security,
promote economic and social advancement, and reaffirm faith in fundamental human rights.
Though we all know its limitations, it serves our interests in many ways. I have personally seen
in Afghanistan and Iraq the significant contribution the United Nations can make when it has the
right mandate and the right leadership in the field. The United States has a great interest in
ensuring that the United Nations succeeds as an institution.

When I testified before the Senate Foreign Relations Committee on March 15th last year, as the
President’s nominee to serve as the United States Permanent Representative to the United
Nations, I said that one of my principal goals in New York would be to promote effective,
efficient, transparent, accountable, and ethical management of the United Nations. Since my
arrival at the U.S. Mission last spring, my staff and I have been striving to fulfill this objective,
focusing on a number of key UN management reforms in order to make the UN more effective
and to ensure that the U.S. taxpayers receive value for the money we pay in assessed and
voluntary contributions.

In my opening remarks today, I would like to cite four recent achievements related to reform that
apply to the UN in general: establishment of the Independent Audit Advisory Committee
(IAAC); extension of the UN ethics code to apply overall to the UN system, including the UN
Funds and Programs; continuation of the work of the United Nations Procurement Task Force;
and the establishment of a new framework for mandate review.

In addition, the U.S. Mission to the United Nations (USUN) is also seeking to improve the
effectiveness of the UN Funds, Programs and Specialized Agencies, through needed reforms. In
that regard, I would like to say a few words about the United Nations Transparency and
Accountability Initiative (UNTAT) pursued by USUN. Then, I will turn to questions concerning
the UN Development Program’s activities in North Korea and the actions that USUN has taken
in response.

In September 2005, President Bush and other world leaders, meeting at the World Summit in
New York, agreed on the need for extensive UN Secretariat and management reforms, including
the establishment of an independent advisory committee that would advise the General Assembly
on ways to improve internal controls and enhance the independence of the UN’s oversight
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structures. The first achievement I would like to cite is the establishment of the Independent
Audit Advisory Committee, or IAAC. It was created by the General Assembly in December
2005 and the Committee’s terms of reference were finalized in late August 2007. In November
of last year, the General Assembly elected five individuals to serve as the first members of the
IAAC, including Mr. David M. Walker of the United States, who is both the Comptroller
General of the U.S. and current head of the U.S. Government Accountability Office. Mr. Walker
and the four other TAAC members, all of whom have extensive experience in audit and
oversight, are scheduled to meet in New York in the next several weeks to begin their work.

In December of last year, we achieved another significant step toward improving management of
the United Nations through Secretary-General Ban’s new directive extending the same ethics-
related protections afforded to Secretariat staff to employees of United Nations Funds and
Programs. Since my arrival in New York, we have been pressing for the development of a
system-wide code of ethics for all UN personnel — a goal identified at the September 2005 World
Summit as a high priority. Challenges yet remain to agency implementation of the directive that
I will discuss, but the December bulletin issued by Secretary-General Ban is a solid step forward
toward implementing the highest standards of ethics, integrity, accountability, and transparency
at the UN.

A third UN management reform that we are continuing to pursue is ensuring that the UN
Procurement Task Force is adequately staffed and funded to carry out its critical task of
identifying possible fraud and corruption involving UN contracts. To date, this Task Force has
identified 10 significant instances of fraud and corruption involving tainted contracts worth $610
million. Just several weeks ago, the United States led the way in securing agreement from other
UN Member States to provide an additional $4.9 million in funding to enable the 18-member
Procurement Task Force to pursue possible irregularities in UN purchasing.

The fourth management reform I would like to cite today is the establishment of a new
framework to reduce the number of UN mandates. There are some 9700-plus mandates that the
UN has created since its inception. Many are no longer relevant but, nevertheless, they are still
on the books. In the final months of 2007, Member States recommitted themselves to the task of
strengthening and updating the program of work of the UN by reviewing all of the
Organization’s mandates that are more than five years old. Through this mandate review
process, we are hopeful that we can improve the allocation of resources so that the UN can better
respond to contemporary requirements. We are currently engaged in consultations on this issue
with the President of the General Assembly and other Member States, and expect a report on
progress in the coming week.

We have also made strides in other areas of UN management reform, such as reaching agreement
this past December on much-needed improvements in the UN’s internal justice system, replacing
the UN’s current information and communications technology system with a new enterprise
resource planning system, and strengthening the work of the UN Office of Internal Oversight
Services.

Despite these achievements, we still have a long way to go to achieve the UN reform that we
want in terms of accountability and transparency. For example, significant work remains to be
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done in order to achieve substantive progress in the area of mandate review. In order to track the
status of these and other management reforms, USUN has created and maintains a management
reform scorecard, which allows us to identify, prioritize, and track key reform priorities.

UN Transparency and Accountability Initiative

‘We also have a considerable stake in advancing needed reforms with respect to the UN Funds
and Programs. The United States provides some $3 billion a year to the UN Funds and Programs
and Specialized Agencies. These programs do important and valuable work throughout the
world. Therefore we want to ensure that the resources devoted to them are delivered efficiently
and effectively, and with oversight and accountability, to the world’s neediest people and that
they are used for their intended purposes.

To pursue these objectives in practical ways, USUN has launched an initiative — UNTAI, the UN
Transparency and Accountability Initiative — with the objective of ensuring that the resources
devoted to the Funds and Programs are delivered efficiently and effectively to the world’s
neediest people. The UNTAI reforms are designed to establish internal standards at least as high
as those applied to the Secretariat.

USUN has identified eight areas for action with respect to improving standards in the Funds and
Programs:

1) Making available to Member States all internal audits and other reports, such as
investigations and evaluations;

2) Providing public access to all relevant documentation related to operations and activities
including budget information and procurement activities;

3) Establishing “whistleblower protection” policies;

4) Instituting financial disclosure policies;

5) Establishing effective ethics offices;

6) Providing for the independence of respective internal oversight bodies;
7) Adopting International Public Center Accounting Standards; and

8) Establishing an appropriate level for administrative overhead costs for the funds and
programs.

My colleague, Ambassador Mark Wallace, working with the Department of State’s Bureau of
International Organization Affairs (I0), introduced UNTAI to the UN Funds and Programs and
Specialized Agencies in New York. In addition, Ambassador Wallace unveiled the UNTAI
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initiative to Member States during the 62™ session of the General Assembly. The response to
our UNTAI initiative was positive. Since May of 2007, USUN has made progress in some of
eight UNTAI reforms outlined above, including the extension of jurisdiction of the UN Ethics
Office over the Funds and Programs (including whistleblower protection), as well as a new
policy providing for the availability of prospective internal audit reports to Member States.

USUN and IO have worked to address the refusal of the UN Funds and Programs to make the
reports of their internal oversight bodies available to the Member States who sit on their
governing bodies. We have consistently maintained that it is impossible for a governing body, on
which donor states sit, to execute its fiduciary responsibilities without the kind of detailed
budgetary and operational information contained in internal audit reports. Notably, when USUN
was given (on-site only) access to some of UNDP’s internal audits on an exceptional basis, we
discovered numerous instances of programmatic and operational irregularities. Accordingly, we
have strongly advocated for a change to the management policy of the Funds and Programs with
respect to the release of internal audit reports.

In June 2007, the Government Accountability Office (GAO) released a report which examined
oversight and accountability in three of the UN Funds and Programs (UNDP, UNICEF, and the
World Food Program) and three of the UN Specialized Agencies (the Food and Agriculture
Organization, International Labor Organization, and the World Health Organization). In its
report, the GAO recommended that the Secretary of State direct the U.S. Mission to the UN to
work with Member States to improve oversight in UN organizations by making audit reports
available to governing bodies and establishing independent audit committees that are
accountable to those governing bodies. Notably, both of these recommendations coincide with
our UNTAI reforms.

As aresult of our efforts, in October 2007, the collective management of the UN Funds and
Programs announced the development of a new policy which provides for a common approach
for the disclosure of internal audit reports to Member States. While we are encouraged by this
first step, we will remain diligent in pushing for the implementation of the entire package of
reforms and will continue to press for the availability of past audits as they are an important
comparative tool.

Issues Concerning UNDP Operations in North Korea

1 would now like to turn to the issues concerning North Korea. The mission of the UNDP in
North Korea, established in 1979, was to “support and supplement the national efforts of the
DPRK at solving the most important problems of their economic development and to promote
social progress and better standards of life.” This effort reflected the international community’s
concern for the immense suffering of the people of North Korea. The program was shut down in
March 2007, based on a judgment that the DPRK had refused to accept the application of UN
rules and regulations that apply across UNDP and that were agreed to by the UNDP Executive
Board in January 2007.

In June 2006, the United States raised the issue of the irregularities of UNDP’s operations in
North Korea with UNDP officials. Specifically, our concerns related to whether the UNDP acted



67

in North Korea in violation of UN policies and rules by (1) making payments in hard foreign
currency; (2) utilizing staff seconded from the North Korean government in core functions; and
(3) failing to make adequate project site visits. The purpose of this important “triad” of financial
controls was to ensure that development money directed to North Korea would serve its intended
beneficiaries — the North Korean people.

On May 31, 2007, a Board of Auditors preliminary inquiry, initiated by the Secretary-General
and the UNDP Executive Board, validated USUN concems in these three areas:

¢ Hard currency payments: “In respect of foreign currency transactions, local
payments made in foreign currencies were without requisite authority in the case of
UNDP, UNFPA (UN Population Fund) and UNOPS (UN Office for Project
Services).”

» Hiring DPRK personnel in core functions: “In respect of local hiring, personnel
were hired by UNDP, UNFPA, and UNICEF through a government agency of DPRK,
contrary to relevant instructions and procedures.”

s Project site visits: “In respect of free access to local projects, the Board [of
Auditors] obtained evidence that project visits had taken place, but were done under
the supervision of DPRK authorities, except for one reported project in UNICEF.”

In addition, UNDP’s Management Response to the preliminary audit admitted that at best one in
five of all UNDP projects were visited on a yearly basis. However, because of limitations in
authority, access, and expertise of the Board of Auditors, it was not able to render findings or
conclusions on a number of other important issues, including whether UNDP aid money reached
its intended beneficiaries or was diverted to other purposes.

In this same period, the U.S. Government received further information that indicated the possible
misuse of funds in the DPRK programs. This information was contained in or derived from
internal UNDP records, banking statements, detailed transaction information provided by current
and former UNDP staff, and former UNDP staff eye-witness accounts.

USUN shared our concerns about this new information and inquired about these matters with
UNDP officials. We also proceeded to engage with the UNDP at the technical level to resolve
our concerns, providing representative samples of the information we had received in a good
faith effort to elicit a full internal examination of its records by UNDP.

Nevertheless, we could not come to closure on the facts of what had happened. Therefore,
USUN sought an independent investigation of UNDP operations in the DPRK. At the end of
September, UNDP established the External Independent Investigative Review Panel, led by Mr.
Miklos Nemeth -- the former Prime Minister of Hungary, to review UNDP operations in the
DPRK. We have met with Mr. Nemeth and his staff on several occasions and emphasized our
strong commitment to providing all possible assistance in order to facilitate the work of the
Review Panel. Our understanding is that Mr. Nemeth will complete his investigation in March
2008. We look forward to his report.

These are critical issues that affect not only the situation in North Korea but also the trust and
confidence of Americans and other donors to the UNDP, as well as those in the less developed
world who share an interest in an effective and efficient UNDP and the vitally important goal
that aid — humanitarian or development aid — is delivered to its intended recipients, the world’s
neediest people. I understand, Mr. Chairman, that this Committee is going to do a report and we
look forward receiving and reviewing your findings.

Thank you. 5
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UNITED NATIONS

Management Reforms and Operational Issues

What GAO Found

GAO's report on UN management reform efforts notes that (1) progress has
varied in the five areas GAO examined——ethics, oversight, procurement,
management operations of the Secretariat, and review of programs and
activities (mandates)-—and (2) various factors, such as disagreements among
menber states, have slowed the pace of progress. The UN ethics office has
taken steps to improve organizational ethics, including inplementing a
whistleblower protection policy, but GAO identified issues that may limit the
impact of the policy. The UN has taken steps to improve oversight, including
establishing an Independent Audit Advisory Commiitee. However, UN funding
arrangements continue to constrain the independence of the Secretariat's
internal audit office and its ability to audit high-risk areas. The UN has taken
steps to improve certain procurement practices but has not implemented an
independent bid protest system or approved a lead agency concept, which
could improve procurement services. The UN has taken steps to improve
certain management operations of the Secretariat but has made little or no
progress in others. Despite sorme limited initial actions, the UN's review of
mandates has not advanced, due in part to a lack of support by many member
states. Finally, the pace of UN management reforms has been slowed by
member states’ disagreements on reform efforts, lack of comprehensive
implementation plans, administrative issues that complicate certain internal
processes, and competing UN priorities.

GAO's report on oversight and accountability of selected UN organizations
notes that, although the six UN internal audit offices GAO reviewed have
made progress in implementing international auditing standards, they have
not fully implemented key components of the standards. None of these six
organizations require their internal oversight staff to disclose their financial
interests. However, GAO found that five of the six organizations have made
efforts to increase accountability by establishing whistleblower protection
policies and one was developing such a policy. GAO also reported that while
the six UN evaluation offices GAO reviewed are working toward
implementation of UN evaluation standards, they have not fully implemented
them. Finally, GAO reported that the governing bodies responsible for
oversight of the six organizations lack full access to internal audit reports.

GAO's report on Burma notes that Burma's military regime has blocked or
significantly impeded UN and other international organizations’ efforts to
address human rights concerns and to help people living in areas affected by
ethnic conflict. The regime frustrated international organizations’ efforts to
monitor forced labor for years before signing an agreement in early 2007;
restricted their efforts to assist populations living in conflict areas; and
blocked their efforts to monitor prison conditions and conflict situations. The
regime has, to a lesser degree, impeded UN food, development, and health
programs. However, several UN and other international organization officials
told GAO they are still able to achieve meaningful results in their efforts to
mitigate some of Burma's humanitarian, health, and development problems.

United States Government A ility Office
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Mr. Chairman and Mermbers of the Subcommittee:

1 am pleased to be here today to discuss United Nations (UN) operations
in the context of three key issues: (1) the progress of management reform
efforts at the UN Secretariat since 2006; (2) weaknesses in oversight and
accountability in selected UN organizations; and (3) constraints upon UN
and other international organizations’ activities in Burma.' Events over the
past several decades indicate that there is a continuing need to reform and
modernize the UN in areas including management, oversight, and
accountability. While UN worldwide operations have expanded in
complexity and significance, long-standing problems in UN management.
have contributed to scandals in the Oil for Food program and procurement.
operations.® In addition, various challenges have hindered the ability of
some UN organizations to address Burma'’s most pressing problems. As
the largest financial contributor to the UN, the United States has strongly
advocated the reform of UN management practices. The United States has
also been critical of Burma's military regime, which has blocked or
impeded activities undertaken by many international organizations in
Burma over the past 3 years.

The work supporting this statement is based on reports we issued in 2007
that focused on management reform efforts at the UN Secretariat since
2006, oversight and accountability in selected UN organizations,”® and the
operating environment for the UN and other international organizations in
Burma. See appendix I for detailed information on the objectives, scope,
and methodology of each report. We conducted our reviews in accordance
with generally accepted government auditing standards.

'This testimony is based on recently completed GAO reports. See GAQ, United Nations:
Progress on Management Reform Efforts Has Varied, GAO-08-84 (Washington, D.C.: Nov.
14, 2007); United Nations Organizations: Oversight and Accountability Could Be
Strengthened by Further Instituting International Best Praciices, GAO-07-597
{Washington, D.C.: June I8, 200 nd International Organizations: Assistance Programs
Constrained in Burma, GAO-07-457 (Washington, D.C.: Apr. 6, 2007).

*We reported on the UN Qi for Food program in United Nations: Lessons Learned from
Oil for Food Program Indi the Need to St hen UN Internal Controls and
Ouersight, GAG-06-330 (Washington, D.C.: Apr. 25, 2008) and other reports. We also
reported on UN procurement in United Nations: Procurement Internal Controls Are Weak,
GAO-D6-577 (Washington, D.C.: Apr. 25, 2006) and other reports.

*The funds and programs include the United Nations Development Program (UNDP), the
United Nations Children’s Fund {UNICEF), and the World Food Program (WFP). The
specialized agencies inclade the Foed and Agriculture Organization (FAO), the
International Labor Organization (JLO), and the World Health Organization (WHO).
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Summary

In our report on UN management reform efforts, we note that (1) progress
has varied in the five areas we examined—ethics, oversight, procurement,
management operations of the Secretariat, and review of programs and
activities (known as mandates)—and (2) various factors, such as
disagreements arong member states, have slowed the pace of progress.
The UN ethics office has worked to improve organizational ethics by
increasing staff in its ethics office, developing ethical standards, enforcing
financial disclosure requirements, and implementing a whistleblower
protection policy. However, weaknesses in the UN’s internal justice
system may limit the impact of the whistleblower protection policy. The
UN made some progress in improving oversight by creating an
Independent Audit Advisory Conumittee (IAAC) in June 2007 and
improving the capacity of its Office of Internal Oversight Services (OI0S)
to carry out internal audits and investigations. However, UN funding
arrangements continue to constrain the independence of OIOS and its
ability to audit high-risk areas. Progress on procurement reform efforts
has been mixed. The UN has strengthened its training program for
procurement staff, including conducting courses in ethical conduct, but
has not formally established an independent bid protest system and has
not approved a lead agency concept, whereby specialist UN organizations
world handle certain procurements in order to enhance division of labor,
reduce duplication, and reduce costs. The UN has taken steps to improve
certain management operations of the Secretariat, such as selected human
resource functions and the UN’s information technology system. However,
the UN has made litile or no progress in improving several budgetary,
financial management, and administrative functions. Despite some limited
initial actions, the UN’s review of mandates has not advanced, due in part
to a lack of support by many member states. Finally, the pace of UN
management reforms has been slowed by (1) disagreements among
member states on the priorities and importance of UN management reform
efforts, (2) the lack of coraprehensive implementation plans for some
management reform proposals, (3) administrative policies and procedures
that continue to complicate the process of implementing certain human
resource initiatives, and (4) competing UN priorities, such as the proposal
to reorganize the Department of Peacekeeping Operations, that limit the
capacity of General Assembly members to address management reform
issues.

In our report on oversight and accountability of selected UN organizations,
we address the extent to which these organizations’ (1) internal audit
offices have implemented professional standards for performing audits
and investigations, (2) evaluation offices have implemented UN evaluation
standards, and (3) governing bodies are provided with information about
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the results of UN oversight practices. Although the six UN internal audit
offices we reviewed have made progress in implementing international
auditing standards, they have not fully impiemented key components of
the standards. None of the six organizations we examined required their
internal oversight staff to disclose their financial interests, which could
ensure that employees are free from conflicts of interest. However, we
found that five of the six organizations have established whistleblower
protection policies, and the United Nations Development Programn (UNDP)
was developing such a policy. In addition, none of the organizations has
completed organizationwide risk-management frameworks, only half of
the audit offices had sufficient staff to cover high-risk audit areas of the
organization, and some of the audit offices have not fully implemented a
quality assurance process, such as having external peer reviews. Somte of
the organizations also did not have professional investigators to probe
allegations of wrongdoing. We also reported that while the six UN
evaluation offices we reviewed were working toward implementation of
UN evaluation standards, such as having sufficient resources and
implementing quality assurance standards, they had not fully implemented
them. Finally, we reported that the governing bodies responsible for
oversight of the six organizations lacked full access to internal audit
reports, which could provide greater insight into the organizations’
operations and identify critical systemic weaknesses. International best
practices suggest that oversight could be strengthened by establishing an
independent audit committee. However, the audit committees at four of
the six UN organizations we examined were not in line with international
best practices, and one of the entities did not have an audit committee.

In our report on Burma, we identify UN and other international
organizations’ principal efforts to address Burma's humanitarian and
development problems and describe the impact of the regire’s recent
actions upon them. We found that the military regime that rules Burma has
blocked or significantly impeded UN and other international organizations’
efforts to address human rights concerns and to help people living in areas
affected by ethnic conflict. The regime frustrated UN/International Labor
Organization (ILO) efforts to monitor forced labor for 4 years before
signing an agreement in February 2007, restricted efforts by the UN High
Comruissioner for Refugees (UNHCR) to assist populations living in areas
affected by ethnic conflict, and blocked efforts by the International
Committee of the Red Cross (ICRC) to monitor prison conditions and
conflict, situations. The regime has also, to a lesser degree, impeded UN
food, development, and health programs by restricting their ability to
move food and international staff freely within the country and to conduct
research needed to determine the nature and scope of some of Burma's
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problems. Nonetheless, several UN and other international organization
officials told us they are still able to achieve meaningful resuits in their
efforts to mitigate some of Burma’'s humanitarian, health, and
development problems.

Background

Although the UN has undergone various cycles of reform since its creation
in 1945, UN member states continue to have concerns about inefficient UN
management operations. In September 2005, world leaders gathered at the
UN World Summit in New York to discuss a variety of issues of
importance to the UN, including management reforms. The outcome
document, from the summit called for the Secretary-General to submit
proposals for implementing management reforms of the Secretariat. In
October 2006, we reported that progress had been slow in five key UN
management reform areas, with numerous reform proposals awaiting
General Assembly review, and that many of the proposed or approved
reforms lacked an implementation plan with time frames and cost
estimates.

Oversight is a key activity in governance that addresses whether
organizations are carrying out their responsibilities and serves to detect
and deter public corruption. Oversight functions include monitoring,
evaluating, and reporting on the organization’s performance; auditing of
the organization’s financial results and effectiveness of its internal
controls; and holding senior management accountable for results.
QOversight also includes investigation of allegations of fraud. The principal
bodies responsible for conducting oversight in the three UN funds and
programs we reviewed— The United Nations Development Program
(UNDP), the United Nations Children’s Fund (UNICEFY), and the World
Food Program (WFP)-—and the three specialized agencies we reviewed—
the Food and Agriculture Organization (FAQ), the International Labor
Organization (ILO), and the World Health Organization (WHO)-—include
member states in their capacity as members of the governing bodies,
internal auditors, investigators, and evaluation offices.

The UN and other international organizations have become important
sources of assistance to Burma'’s impoverished people, as the country—
one of the world’s poorest—has become increasingly isolated. This
assistance includes programs aimed at mitigating the effects of prison
conditions, forced labor, and conflicts in Burma’s ethnic areas. The UN is
also attempting to provide food to vulnerable populations, promote local
econornic development, improve health conditions, and strengthen the
Burmese educational system. In recent years, UN entities have increased
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their funding for activities aimed at addressing Burma's problems. UN
entities informed us that they spent about $218 million in Burra from 2002
through 2005. Nevertheless, Burma's military regime distanced itself from
the international organizations and began adopting increasingly restrictive
policies after the regime underwent an internal purge in 2004, according to
UN officials. The regime published guidelines in 2006 to restrict the
activities of the international organizations. UN officials consider
provisions in these guidelines, which have yet to be fully implemented, to
be unacceptable.

Progress on UN
Management Reform
Efforts Has Varied
and Various Factors
Have Slowed the Pace
of the Reform Efforts

Since our October 2006 report,* the progress of UN management reform
efforts has varied in the five areas we reviewed—ethics, oversight,
procurement, management operations of the Secretariat, and review of
prograius and activities (known as mandates). Various factors, such as
member state disagreements on the priorities and importance of the
remaining reform efforts, have slowed the pace of the UN’s efforts to
improve the management of the Secretariat, and a number of reforms
cannot move forward until these factors are addressed.

Progress on UN
Management Reform
Efforts Has Varied

Since our October 2006 report, the UN has taken steps to improve ethics.
The ethics office has made substantial progress in increasing staffing and
in enforcing a whistleblower protection policy. In addition, the UN has
made some progress in developing ethics standards and in enforcing
financial disclosure requirements. However, concerns have been raised
that the success of the whistleblower protection policy is, in part,
dependent on reforms in the UN internal justice system that are not
projected to be completed until 2009, In addition, the policy is potentially
limited by the ethics office’s lack of jurisdiction over UN funds and
programs. After we issued our Novernber 2007 report, the Secretary-
General issued a bulletin calling for system-wide ethics standards for the
Secretariat, programs, and funds. The bulletin outlined the guidelines and
responsibilities for UN ethics offices of programs and funds and also
stated that, if a program or fund does not have a policy in place for
protection against retaliation, staff members of that program or fund may
request protection from retaliation under the Secretariat's policy.

*GAQ, United Nations: Management Reforms Progressing Slowly with Many Awaiting
General Assembly Review, GAO-07-14 (Washington, D.C.: Oct. 5, 2006).
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Although the UN has improved its oversight capability, the Office of
Internal Oversight Services (OIOS) has not yet achieved financial and
operational independence, In June 2007, member states created an
Independent Audit Advisory Committee (IAAC) and, since then, the UN
has made some progress in making it operational. The committee’s five
members were elected in November 2007, and the committee is expected
to be operational by January 2008. Since October 2006, some progress has
been made in strengthening OIOS. Although QIOS has improved the
capacity of individual divisions, including internal audit and investigations,
UN funding arrangements continue to constrain its ability to audit high-
risk areas, and member states have not yet agreed on whether to grant
OIOS financial and operational independence.

The UN has taken steps to improve its procurement process, but some
reform issues have not moved forward since QOctober 2006. Activities on
which some progress has been made are the strengthening of procedures
for UN procurement staff and suppliers, developing a comprehensive
training prograrm for procurement staff, and developing a risk management
framework. However, the UN has made little or no progress in establishing
an independent bid protest system and creating a lead agency concept,
whereby specialist UN organizations would handle certain procurements
in order to enhance division of labor, reduce duplication, and reduce
costs. In addition, since our October 2006 report, the reorganization of the
Department of Peacekeeping Operations, along with its related
procurement activities, may affect the UN's overall procurement reform
efforts, such as establishing lines of accountability and delegation of
authority for the Departiments of Management and Peacekeeping
Operations.

Since our October 2006 report, the UN has improved some of the
management operations of the Secretariat, bnt many reform proposals
have not moved forward. Some progress has been made on selected issues
involving human resources and information technology. In contrast, little
or no progress has been made in reforming the UN's internal justice
systen, budgetary and financial managerent functions, and the alternative
delivery of certain services, such as internal printing and publishing.

Despite some limited initial actions, the UN’s review of all UN mandates
has not advanced, due in part to a lack of support by many member states.
Although some progress was made in Phase I of the review, which ended
in December 2006, little or no progress has been made in Phase 1l because
member states continue to disagree on the nature and scope of the review
and lack the capacity to carry it out. As a result, the prioritization of this
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particular UN management reform effort has decreased, according to UN
and State officials. In September 2007, member states decided to continue
reviewing mandates in the 62nd session of the General Assembly, but they
did not determine how the review would proceed.

Various Factors Have
Slowed the Pace of UN
Management Reform
Efforts

Various factors have slowed the pace of UN management reform efforts,
and some reforms cannot move forward until these factors are addressed.
Key factors include the following:

« Member states disagree on UN management reform efforts. Delegates
from 15 of 17 member states that we met with, representing Africa,
Asia, Europe, Latin America, the Middle East, and North America, told
us that the number one challenge to continued progress on
management reform efforts is member state disagreements on the
priorities and importance of the remaining reform efforts.®

« Some management reform proposals lack comprehensive
implementation plans, including time frames, completion dates, and
cost and savings estimates for completing specific management
reforms. In addition, the Secretariat has not submitted most of
approximately 20 cost-benefit analyses and other assessments to the
General Assembly as planned by March 2007,

+ Administrative policies and procedures continue to complicate the
process of implementing certain complex human resource initiatives.
These policies and procedures inciude proposals to outsource certain
administrative services, such as payroll processes, staff benefit
administration, and information technology support.

» Competing UN priorities limit the capacity of General Assembly
members to address management reform issues. For example, the
reorganization of the Department of Peacekeeping Operations
absorbed much of the General Assembly’s attention throughout the
spring 2007 session and, as a result, progress on some issues was
delayed while others were not taken into consideration by the General
Assembly.

*Over half of the 17 member states we spoke with mentioned distrust between the member
states and the Secretariat as another hindrance to the progress of reform efforts. Some
member states also told us that these concerns have continued under the new Secretary-
General, who appointed nunerous high-level Secretariat officials without consulting with
the member states first.
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To encourage UN member states to continue to pursue the reform agenda
of the 2005 World Summit, we recommended in the report we issued on
November 14, 2007, that, as management reforms are implermented over
time, the Secretary of State and the U.S. Permanent Representative to the
UN include in State’s annual U.S. Participation in the United Nations
report, an assessment of the effectiveness of the reforms.

State generally endorsed our main findings and conclusions and noted that
our assessment of UN progress on management reform efforts was
accurate and balanced. State also agreed fully with the need to keep
Congress informed of the effectiveness of management reforms, adding
that the department will continue to monitor and inform Congress, as we
recommended. State did not agree with our statement that successful
whistleblower protections are dependent, in part, on the reform of the
UN’s internal justice program. During our review, we found that UN and
nongovernmental organization staff had concerns about weaknesses in the
UN internal justice system and the potential impact of these weaknesses
on the implementation of a successful whistleblower protection policy. We
agree with these concerns.

Oversight and
Accountability in
Selected UN
Organizations Could
Be Strengthened by
Further Instituting
International Best
Practices

Although the six UN internal audit offices we reviewed have made
progress in implementing international auditing standards, they have not
fully implemented key components of the standards. In addition, while the
six UN evaluation offices we reviewed are working toward implementing
UN evaluation standards, they have not fully implemented them.
Moreover, the governing bodies responsible for oversight of the six UN
organizations we reviewed laek full access to internal audit reports and
most lack direct information from the audit offices about the sufficiency of
their resources and capacity to conduct their work. In addition, most UN
organizations do not have an independent audit comiuittee, as suggested
by international best practices.

UN Internal Audit Offices
Have Not Fully
Implemented Key
Components of
International Auditing
Standards

Most of the six UN organizations we examined are in various stages of
adopting ethics policies, such as requiring conflict of interest and financial
disclosure statements and adopting whistleblower policies to protect
those who reveal wrongdoing. Ethics policies could strengthen oversight
by helping to ensure more accountability and transparency within the
organizations. Some internal oversight units rely on their staff to comply
with a general declaration that all UN employees sign when they are
employed by the organization. We earlier reported that
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+  UNDP and WFP rely on their oversight staff to self-report any conflicts
of interest, though WFP's investigative unit was developing a conflict of
interest policy to cover investigations staff in fall 2006, and

« none of the six organizations we examined require their internal
oversight staff to disclose their financial interests, a practice that could
help to ensure that employees are free from conflicts of interest.

Five of the six of the organizations we studied have established
whistleblower protection policies to protect those who reveal wrongdoing
within their respective organizations. UNICEF, FAO, WFP, WHO, and ILO
have whistleblower protection policies in place, and UNDP was
developing such a policy.

We reported that all six audit offices are developing and impiementing
risk-based work plans and five of the six internal audit offices have
contributed to their respective organizations’ development of a risk
managerment framework. However, the organizations’ senior management
has not completed an organizationwide risk management framework that
would assist in guiding the audit offices’ work plans. Moreover, only three
of the six audit offices told us that they had sufficient resources to achieve
their audit work plans, which could include high-risk areas. For example,
WFP’s audit chief informed us that the audit office did not have sufficient
resources to conduct its pianned work for 2007 and as a result, it has had
to defer audits to future years.

We also reported that a number of internal oversight units do not have
professional investigators and rely on other parties who may not be
qualified, such as auditors, to determine whether wrongdoing has
occurred. As a result of the limited capacity of organizations to conduct
investigations, many internal oversight units have backlogs of investigative
cases and are unable to complete their planned audits. A number of the
organizations we examined indicated that they were working on
increasing their investigative capacity in order to meet new
organizationwide initiatives. For example, UNDP senior officials reported
that they needed additional investigative staff because the number of cases
had increased, due to the establishment of a fraud hotline.
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UN Evaluation Offices
Have Not Fully
Implemented UN
Evaluation Standards

We reported that five of the six evaluation offices we reviewed stated that
they lack sufficient resources and staff with expertise to manage and
conduct evaluations—conditions that have impacted their ability to
conduct high-quality and strategically important evaluations. For example,
FAQ’s evaluation officials informed us that because FAO does not have
sufficient resources to manage and conduct evaluations to reasonably
address management's concerns, it relies heavily on the use of outside
consultants for expertise.

Governing Bodies Lack
Full Access to Information
That Could Provide
Greater Insights into UN
Organizations’ Operations
and Identify Critical
Systemic Weaknesses

The governing bodies of the six organizations we examined lack full
access to internal audit reports, which would increase transparency and
their awareness of the adequacy and effectiveness of the organizations’
system of internal controls. Currently, member states are not provided
with the internal audit office’s reports; however, member states inchuding
the United States have stated that access to audit reports would help them
exercise their oversight responsibilities as members of the governing body.
International best practices suggest that oversight could be strengthened
by establishing an independent audit committee composed of menibers
external to the management of the organization and reporting to the
governing body on the effectiveness of the audit office and on the
adequacy of its resources. However, the audit committees at four of the six
UN organizations we examined are not in line with international best
practices, and one of the entities does not have an audit committee,

To iraprove oversight in UN organizations, we recommended that the
Secretary of State direct the U.S. missions to work with member states to
make internal audit reports available to the governing bodies to provide
further insight into the operations of the UN organizations and identify
critical systermic weaknesses; and establish independent audit committees
that are accountable to their governing bodies, where such circumstances
do not currently exist. While State, FAO, UNDP, WFP, and WHO generally
agreed with our recornmendations, ILO and UNICEF expressed concems
about implementing them. Specifically, ILO expressed reservations about
making internal audit reports available to governing bodies, while UNICEF
expressed concerns about establishing independent audit commitiees.
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International
Organizations’
Assistance Programs
Have Been
Constrained in Burma

We found that the military regime that rules Burma has blocked or
significantly impeded UN and other international organizations’ efforts to
address human rights concerns and to help people living in areas affected
by ethnic conflict. The regime has also, to a lesser degree, impeded UN
food, development, and health prograras. Nonetheless, several UN and
other international organization officials told us they are still able to
achieve meaningful results in their efforts to mitigate some of Burma’s
humanitarian, health, and development problems.

Burmese Regime Has
Blocked or Impeded
Human Rights Programs
and Programs in Conflict
Areas

Burma'’s military regime has blocked internationat efforts to monitor
prison conditions, and, until recently, forced labor in Burma. The regime
halted ICRC’s prison visit program by insisting that pro-regime staff
observe ICRC meetings with prisoners. Similarly, the regime frustrated
ILO efforts to conclude an agreement establishing an independent
complaints process for forced labor victims for 4 years. It eventually
signed an agreerent with ILO in February 2007 to establish a complaints
mechanism for victims of forced labor. The regime has also impeded
international efforts to address the needs of populations in conflict areas
by restricting international access to those areas. For example, it has
limited UNHCR efforts along the Thai border, while halting or impeding
efforts in conflict areas by ICRC and other organizations.

Burmese Regime Has
Hindered Food,
Development, and Health
Programs

The regime has also impeded UN food, development, and health programs,
although prograras that address health and development issues in Burma
have generally been less constrained by the regime’s restrictions than the
ILO and ICRC human rights efforts. Delays in obtaining transport permits
for food commodities from the current regime have hindered WFP efforts
to deliver food to vulnerable populations. The regime’s time-consuming
travel procedures have also impeded the ability of international staff to
move freely within the country to ensure the timely provision of
assistance. Officials of eight of the nine UN entities that provide
humanitarian, health, and development assistance in Burma told us that
the regime requires at least 3 to 4 weeks’ advance notice to authorize
travel, which inipedes the planning and monitoring of projects through
field visits and reduces the scope of their activities. UN officials told us
that the regime has also impeded their ability to address the needs of the
Burmese population, conduct strategic planning, and implement programs
in Burma by restricting their ability to conduct their own surveys and
freely share the data they gather.
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UN Officials Say
Meaningful Work Still
Possible in Burma

Despite these restrictions, many of the international officials we spoke
with told us that they are still able to achieve meaningful results in their
efforts to miligate some of Burma's many problems. For example, UN
officials working in the health sector told us that the Burmese regime had
been increasingly cooperative in efforts to address HIV/AIDS prevalence
and recently worked with several UN entities to develop a muttisectoral
plan that targets all victims of the disease in Burma. Several officials also
emphasized that restrictions have had the least effect on organizations that
tend to work closely with the regime. For example, an FAO official told us
that FAQ generally has good relations with the technical ministries it
cooperates with due to its close work with these ministries in providing
technical assistance and supporting knowledge transfer.

Our report on Burma included no recommendations. We obtained
commenis on a draft of this report from the Secretary of State and
cognizant UN and ICRC officials. State commented that the draft report
was thorough, accurate, and balanced. While the UN Country Team
commented that the UN and its partners had in the past decade achieved
“a significant opening of humanitarian space on the ground,” it did not
dispute our specific findings about the regime's restrictions over the past 3
years. In response to recent protests in Burma, the UN Country Team
noted the urgent necessity to address Burma’s deteriorating hurmanitarian
situation and appealed for an improved operating environment for
humanitarian organizations working there.

Concluding
Observations

The UN is increasingly called upon to undertake important and complex
activities worldwide, including responding to conflict and humanitarian
crises. As the UN’s role and budget expand, so do attendant concerns
about weaknesses in accountability, transparency, and oversight. The UN
Secretariat and UN-affiliated organizations face internal and external
challenges in undertaking, administering, and overseeing their respective
mission-related activities. UN organizations have worked to implement
needed internal reforms to improve ethics, oversight, procurement, and
management operations with varied degrees of progress. For example, the
UN has worked to improve oversight by establishing an IAAC, but funding
arrangements within the Secretariat’s internal audit office continue to
constrain the office’s operational independence and its ability to audit
high-risk areas. In addition, UN organizations face external challenges in
operating environmenis such as Burma, where the military regime has
blocked or impeded some UN activities aimed at improving human rights.
Addressing these challenges will require concerted and sustained actions
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by member states and UN organizations’ management, stafl, and oversight
mechanisms.

Mr. Chairman, this concludes my statement. I would be pleased to answer
any questions that you or other Members of the Subcommittee may have at

this time.

Should you have any questions about this testimony, please contact
GAO Contact and Thomas Melito at, (202) 512-9601 or melitot@gao.gov. Major contributors
Staff to this testimony were Cheryl Goodman, Zina Merritt, and Phillip Thomas
Acknowledgments (Assistant Directors); Debbie J. Chung; Lyric Clark; Andrea Miller; George

Taylor; and Pierre Toureille,
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Appendix I: Objectives, Scope, and
Methodology

This testimony is based on three reports we issued during 2007 United
Nations: Progress on Management Reform Efforts Has Varied (Nov.
2007); United Naitons: Oversight and Accountability Could Be
Strengthened by Further Instituting International Best Practices (June
2007); and International Organizations: Assistance Programs
Constrained in Burma (Apr. 2007). The objectives, scope, and
methodology of each of these reports follows.

United Nations: Progress For this report, we assessed progress in ethics, oversight, procurement,

on Management Reform management operations of the UN Secretariat, and mandate review.' To

Efforts Has Varied assess the progress of specific UN management reform efforts within each
of these five areas, we developed the following three categories: little or
no progress, some progress, and substantial progress.* However, we did
not assign an overall level of progress to each of the five reform areas
because the various initiatives within each area are highly diverse. During
our review, we determined which category of progress to assign to each
reform effort based on documents we collected and reviewed and
discussions we had with State Department, UN, and other officials. After
we had made our initial assessments of progress, three other GAO staff
members not involved in this review used the evidence and the categories
to make their own assessments independently of each other. These staff
members then met with each other to reconcile any differences in their
initial assessments. Finally, they met with us and confirmed that we were
all in agreement on our assessments, T'o address our objectives, we
reviewed documents proposing UN management reforms and interviewed
officials from several UN departments in New York. We reviewed reports
and bulletins published by the UN General Assembly and Secretariat,
relevant UN resolutions, and related budget documents. The majority of
the cost estimates for the proposed reform initiatives are preliminary, and
detailed cost estimates are being developed; therefore, we did not analyze
the assumptions underlying these estimates to determine whether they are
reasonable and reliable. We met with officials from the General Assembly
Office of the President, the Office of the Deputy Secretary-General, the

'GAD, United Nations: Progress on Management Reform Efforts Ias Varied, GAO-08-84
{Washington, D.C.: Nov. 14, 2007).

*We assign “little or no progress” to reform efforts where there is evidence that few or no
steps have been taken on the reform effort; “some progress” to those where there is
evidence that scine steps have been taken on the reform effort, while others remain; and
“substantial progress” to those where there is evidence that the reform effort has been
mostly or fully implemented.
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Department of Management, and the Office of Internal Oversight Services
(0I08). We also met with representatives from 17 of 192 member states
from various geographic regions to obtain a balance of views on the most
critical challenges to reforming UN management. We discussed the status
of UN management reforms with officials from the Department of State in
Washington, D.C., and the United Nations in New York. We performed our
work on UN management reforms from March to November 2007 in
accordance with generally accepted government auditing standards.

United Nations
Organizations: Oversight
and Accountability Could
Be Strengthened by
Further Instituting
International Best
Practices

For this report, we selected 6 UN organizations from among the 10 funds
and programs and 15 specialized agencies that comprise the universe of ali
UN funds and programs and specialized agencies, including the Food and
Agriculture Organization, International Labor Organization, United
Nations Children’s Fund, United Nations Development Program, World
Food Program, and the World Health Organization.” On the basis of their
budgets for biennium 2004-2005, we selected the three largest funds and
programs and three of the largest specialized agencies. Therefore, our
results cannot be generalized to the full universe of all funds and programs
and specialized agencies and may not represent the practices of the
smaller UN organizations.

To examine the extent to which the six organizations’ internal audit offices
have implemented professional standards for performing audits, we
reviewed relevant standards issued by the Institute of Internal Auditors.
To conduet our review, we selected key audit standards that were based
on previous GAQ work. In addition, we examined documents and
conducted interviews with various officials, including officials of the
internal audit offices, finance division, human resources, audit
committees, legal offices, and external auditors. Regarding investigations,
the six UN organizations we examined have adopted the UN Uniform
Guidelines for Investigations, which are intended to be used as guidance in
the conduct of investigations in conjunction with each organization’s rules
and regulations.

To examine the extent to which the six organizations’ evaluation offices
have impiemented UN evaluation norms and standards, we reviewed the

GAO, United Nations Organizations: Oversight and Accountability Could Be
Strengthened by Further Instituting International Best Practices, GAO-07-597
(Washington, D.C.: June 18, 2007).
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relevant standards and norms issued by the UN Evaluation Group. We
exarnined documents from the six organizations, including reports
prepared by the organizations’ evaluation offices and external peer
reviewers, and annual reports of the evaluation offices. In addition, we
conducted interviews with various officials of the evaluation offices.

To examine the extent to which governing bodies are provided
information about the results of UN oversight practices, we reviewed
documents from the six organizations, including reports prepared by the
arganizations' external auditors, the oversight unit chiefs, the governing
bodies, and the audit committees, where applicable. We also examined the
charters of the audit offices and the audit committees, where applicable.
In addition, we interviewed selected representatives frorn UN member
states, including representatives from the U.S. missions to the UN in
Geneva, Rome, and New York and U.S. representatives to the governing
bodies of the UN organizations we examined. In Geneva, we spoke with
members of the Geneva Group, including representatives from the United
Kingdor, Canada, the Netherlands, Australia, and Germany. In Rome, we
spoke with additional members of the Geneva Group, including
representatives from the United Kingdom, Spain, Canada, Sweden, South
Korea, Germany, Switzerland, Finland, Italy, France, Russia, New Zealand,
Japan, and the Netherlands. In addition, we met with representatives of
the Group of 77 from Zimbabwe, Madagascar, Iraq, Dominican Republic,
Bangladesh, Brazil, Cameroon, China, Egypt, Kuwait, Nicaragua, Peru, the
Philippines, Sri Lanka, and Thailand. In New York, we spoke with mission
representatives to the UN from Belgium, Australia, the United Kingdom,
Canada, Japan, and Pakistan.

Furthermore, to address our objectives, we spoke with senior officials
from the Departments of State and Labor in Washington, D.C., and senior
officials from State, Labor, Health and Human Services, and the U.S.
Agency for International Development at the U.S. missions to the UN in
Geneva, Rome, and New York. At these locations, we met with
management and staff responsible for governance and oversight at FAO,
ILO, UNDP, UNICEF, WFP, and WHO. We conducted our work on
oversight and accountability of UN organizations from June 2006 through
March 2007 in accordance with generally accepted government auditing
standards.
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International
Organizations: Assistance
Programs Constrained in
Burma

(320564)

For this report, we examined documents relating to programs conducted
in Burma by the UN Country Team (which includes ten UN entities located
in that country) and the restrictions itnposed on them by the Burmese
regime.* In New York and Washington, D.C., we met with officials of the
U.S. Departments of State and the Treasury, the UN, the World Bank, and
the International Monetary Fund, We also met with the Burmese UN
mission in New York. In Rangoon, Burma, we met with officials of UN
entities, the International Committee of the Red Cross, and several
international nongovernmental organizations who asked that we not
identify their organizations; and officials of the U.S. embassy and of the
leading democratic organization in Burma. In and near Rangoon and
Bassein, Burmia, we met with recipients of UN assistance. We also traveled
to Nay Pyi Taw (Burma's newly built capital) to meet with officials from
the Burmese Ministry of National Planning and Economic Development
and the Ministry of Health. In Bangkok, Thailand, we met with officials
from three additional UN entities that operate programs in Burma from
Thailand,’ as well as with representatives of other donor nations. We
conducted our work on Burma from May 2006 to February 2007 in
accordance with generally accepted government auditing standards.

‘GAO, Inter tonal O izations: Assistance Programs Consirained in Burma,
GAO-07-457 (Washington, D.C.: Apr. 6, 2007).

“The three UN entities that operate programs in Burma from Thailand are the UN
Educational, Scientific, and Cultural Organization; the Inter-Agency Project on Human
Trafficking in the Greater Mekong Sub-Region; and the UN Industrial Development
Organization,
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United Nations Development Programme
Operations in North Korea

Briefing for the
Permanent Subcommittee on Investigations
Committee on Homeland Security and Governmental Affairs
United States Senate

January 24, 2008

Staterment of the
United Nations Development Programme

Senator Levin, Senator Coleman, and other Members of the Subcommittee, on
behalf of the United Nations Development Programme (UNDP), we appreciate this
opportunity to brief the Subcommittee and respond to questions about UNDP’s
operations in the Democratic People’s Republic of Korea (DPRK or North Korea), as
well as to comment on related issues of institutional transparency and accountability.

We appear voluntarily and informally in accordance with the legal status and
established practice of the United Nations regarding the jurisdiction of national
authorities. As a multinational organization, UNDP must respect and treat all member
states on an equal and impartial basis, and we appreciate your willingness to
accommodate these considerations today.

But within these parameters, we are willing and prepared to brief the
Subcommittee fully, not only on the underlying facts of the issues that led to this
investigation, but also on the extensive efforts UNDP has made to allay concerns
surrounding them. As you know, we have already met extensively with your staff in an
effort to respond to their questions and provide additional information relevant to the
issues under review.

Serious allegations have been made, and repeated in media reports, about UNDP’s
operations in North Korea. Based on the cvidence reviewed by your Staff over the past few
months, it should now be clear that these allegations have no basis in fact:

e UNDP did not transfer tens of millions of dollars to the North Korean government;

» UNDP’s funds did not go to fund North Korean purchases of real estate, or its
nuclear or missile programs;

e TUNDP did not deal in significant amounts of cash, which could be diverted or
embezzled in defiance of financial controls.

e UNDP did not ignore UN controls on prohibited vendors and did not deal directly
with entities barred by these processes.

e TUNDP did not resist providing information to Member States about its conduct in
North Korea and made available information to refute these charges.

It is important, Mr. Chairman, that these points be acknowledged, so that the reputation and
cffectiveness of this organization should not continue to be compromised by such charges.
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In addition, criticisms of UNDP’s transparency and accountability have been
made which are incompatible with an extensive series of external evaluations showing
that the organization rates very highly on such criteria. Appended to this statement, we
have summarized a series of evaluations from respected organizations, including agencies
of the U.S. government, which confirm this overall performance.

At the same time, we acknowledge that expectations and opinions will differ
about the policics and procedures most appropriate to the operation of international
organizations, and we are prepared to consider changes and clarifications that may be
advisable and consistent with the approaches of the UN. Secretariat and other UN
agencies. We also agrec that there are areas where improvements are appropriate and
many are already underway. We therefore welcome the opportunity to discuss these
issues with this Subcommittee.

UNDP Panel. UNDP is represented today by a panel of people with different
functions and backgrounds within the organization. Each has spent considerable effort in
recent months to review and respond to questions raised about our operations in the
DPRK, including extensive discussions with the Subcommittee staff. Given the level of
detail involved in many of the matters under review, we think this working level panel is
the best way to represent the organization at this briefing. The panelists are:

» Frederick Tipson, Director of the UNDP office in Washington, whose principal
function is to facilitate UNDP’s transparency and accountability to the U.S.
government. Before spending 23 years in the private sector, Fred was counsel to the
Senate Foreign Relations Committee under Senators Jacob Javits (R-NY) and Charles
Percy (R-IL).

* David Lockwood, Deputy Assistant Administrator and Deputy Regional Director for
Asia and the Pacific, whose experience spans a 35-ycar career in UNDP, including
UN Resident Coordinator in Afghanistan and Bangladesh prior to assuming
responsibility for programs in Asia and the Pacifie, including North Korea.

e David Morrison, a Director in the Partnerships Bureau of UNDP, wherc he has had
the major responsibility over the past year for examining and responding to the
allegations that have arisen around our North Korea operations.

UNDP_Overview. UNDP is the UN’s largest development organization,
entrusted with about $5 billion per year of development resources, and a presence in
more than 160 countrics. UNDP’s work focuses on assisting developing countries in
building democratic institutions; reducing poverty; preventing and assisting recovery
from crises; and protecting the environment. Within the UN system, UNDP also plays a
coordinating role for other development activities. Qur Administrator, Kemal Dervis, is
the Chair of the U.N. Development Group, which comprises the heads of all U.N.
institutions involved with development. Each organization is managed separately,
however, with different mandates, governance structures and funding mechanisms.

UNDP operates in nearly every developing country in the world. These include
very difficult locations, such as Afghanistan, Pakistan, Sudan, Somalia, and many others.
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UNDP manages the Trust Fund for Irag, established by a range of donors in 2003, and
coordinates major infrastructure projects there, including the reconstruction of ports and
power systems. We also manage more than a dozen other multi-donor trust funds,
totaling more than $3 billion in all, designed to maximize the impact of different
multilateral and national donor agencies. Congress recognized the value of this presence,
as in the Department of State FY 2006 Congressional Budget Justification:

“[UNDP] has transformed itself from a project financing entity
into an organization focused on governance and institutional
capacity building. UNDP has also instituted a results-based
management system to monitor and improve its performance...
At the country level, it provides services to nineteen agencies
and manages the Resident Coordinator System--a system
essential to shaping a common UN approach to the development
needs of a country.”

UNDP operates everywhere with the approval and oversight of an Executive
Board, on which the United States has always been an active member. Some of these
locations include countries where the government’s relations with the U.S. government
are difficult or problematic, but in such locations UNDP is experienced at designing and
implementing programs that benefit the local population without endorsing specific
government leaders or agendas.

UNDRP is highly decentralized, with the bulk of its workforce serving in the field,
and the majority in their home countries. Indeed, one of UNDP’s principal contributions
in these countries is the training and support of local talent~~the cultivation of the human
capacity needed to carry out personal, institutional and national development over the
long term. In the December 11 terrorist bombing in Algiers, six of the seven UNDP
staffers killed were Algerian nationals.

While its scope and purpose present UNDP with major challenges in managing a
global enterprise, UNDP has developed and employs systems and procedures comparable
to those of other large enterprises—including performance management systems to
promote excellence and extensive tools to track and evaluatc the use of funds. No large
organization of such global scope is completely immune from problems of misconduct
and mismanagement, particularly when one considers the great differences in culture and
living conditions from one location to another. But UNDP has been rigorous in its
approach to preventing, detecting and punishing such behavior.  When it encounters
waste or fraud within the organization, UNDP acts decisively to remedy the situation.

At the same time, the best protection against misconduct in UNDP, like any other
large organization, is the quality and integrity of line management, the effectiveness and
reliability of major systems for reporting and accounting, and the incentives and
sanctions that create the basic performance culture of the institution. If UNDP had to
depend principally on the scrutiny and judgments of outsiders--or even on the
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extraordinary initiatives of insiders--to protect itself against misconduct, it could not
expect to be an effective organization.

Ethical Standards and Protection of Employees from Retaliation. In two
areas of particular interest to the United States government—the protection of employees
from retaliation and the provision of greater access to internal audits--UNDP continues to
make changes to increase confidence.

Until very recently, several senior managers, with well defined roles, had the
responsibility to assure ethical behavior within UNDP. Together they performed most of
the functions of an Ethics office. UNDP’s basic line management system incorporated the
standards embodied in the United Nations Staff Regulations and Rules and the 2001
Standards of Conduct for the International Civil Service. These included protection
against retaliation and related responsibilities, codified by UNDP in 2005 in our
guidelines on Workplace Harassment, Sexual Harassment and Abuse of Authority.
UNDP recently reinforced these protections by issuing a “Legal Framework for
Addressing Non-Compliance with UN Standards of Conduct,” which further addresses
the reporting of allegations, protection against retaliation, action against retaliators,
investigation procedures, rights of subjects/participants during investigation, and
disciplinary measures. It makes specific reference to the provisions of the UN Secretary-
General’s Bulletin of 2005. In addition, for the past three years, UNDP’s Office of Audit
and Performance Review has maintained a hotline for anonymous and confidential
reporting.

In short, contrary to some of the criticism directed at UNDP this past year, UNDP
has had policies and procedures in place to protect employees from retaliation, some of
which predated the policies initiated by the Secretary-General in 2005. Moreover, all
personnel (staff and non staff), regardless of level or legal status, are encouraged to bring
concerns and claims under these procedures, and all such claims are treated with
appropriate seriousness.

Most recently, in accordance with the new policies issued by the Secretary-
General on November 30 2007, UNDP has added the new position of Ethics Officer, and
has appointed an experienced officer. As he is close to retirement we are conducting a
global search for someone who could occupy the position longer-term. In addition to
overseeing the key components of UNDP’s ethical standards and mechanisms, this Ethics
Officer will work together with the Director of the Ethics Office in the Secretariat, the
new United Nations Ethics Committee, and the Ethics Officers of the other UN Funds
and Programs further harmonizing the overall ethics regime of the wider UN system.
From a staff point of view, there is now a “two step system”. In other words, staff from
UNDP and the other Funds and Programmes can now appeal to the Chair of the new UN
Ethics commiittee to have their individual case reviewed by the UN Ethics Office, if they
believe that they have not been treated appropriately by the Ethics Officer of their own
organization.
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Oversight and Audits. UNDP’s accountability to Member States governments is
achieved principally through its 36-nation Executive Board. That Board reviews both the
general policies and practices of the organization, as well as the country development
plans that form the core of UNDP’s programs in a particular country. Audits are a basic
tool in assuring the financial integrity and development effectiveness of UNDP programs,
and UNDP undertakes both internal and external audits. External audits are conducted by
the UN Board of Auditors, composed of the supreme audit authorities from member
states, and it has full access to all documents, including UNDP’s internal audits and
source material. The biennial Financial Report and Audited Financial Statements,
including the Report of the Board of Auditors is posted on the General Assembly
website. Cases of fraud and presumptive fraud are reported to Member States as part of
the above stated report. The independent Annual Internal Audit and Oversight Report
presented to the Executive Board, and posted on its website, comprises of detailed
analysis of all internal audits carricd out by UNDP’s Office of Audit and Performance
Review (OAPR) including cases of fraud and presumptive fraud. The OAPR report is
also accompanied by the independent report of the Audit Advisory Committee. UNDP’s
and other Funds and Programs’ internal audits have traditionally been viewed as tools of
internal management and not made available to member states.

At its October meeting, the Chief Executives Board (CEB), comprised of heads of
UN entities, and chaired by the Secretary-General, considered whether to provide
Member States with direct access to internal audits. It determined that this issue should
be raised by the executive head of each agency with its governing board. UNDP’s
Administrator, who had pushed for the CEB to consider this issue, then moved quickly to
present a proposal for providing such access to UNDP’s Executive Board, a proposal that
is under consideration at its meeting this week in New York. It would assure Member
States of the Executive Board the right to review all internal audits, subject to appropriate
considerations of sensitivity and confidentiality.

North Korea. UNDP began programs in North Korea in 1981 with the approval
of the Executive Board, which then included representatives of President Reagan’s
administration. Our DPRK program has always been modest, averaging $2.6 million per
year over the past decade, but with less than half of that amount actually spent in the
country. UNDP personnel in North Korea have not exceeded 10 international and about
20 local people. Among other things, UNDP’s presence in the country helped facilitate
the international response to severe famines in the 1990’s, and has helped to expose local
officials and citizens to the standards and norms of the international community.

UNDP’s operations in North Korea were sometimes difficult, largely because of
restrictions placed by the Government on all foreign entities (UN agencies, national
diplomatic missions, international NGOs) operating in North Korea. The restrictions
included, for example, the requirement to recruit local personnel via a North Korean
government agency, and the requirement to give advance notice for travel beyond the
capital city of Pyongyang. The need to be especially vigilant about our operations in
North Korea led UNDP to conduct internal audits in 1999, 2001 and 2004. While the
first two audits pointed to certain weaknesses in our operations, the third documented that
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substantial improvement had been achieved by 2004, improvement which continued
thercafter. In recent years UNDP further tightened its operations in the country,
including by increasing oversight from headquarters, by increasing the number of site
visits, and by hiring an international procurement expert to verify equipment inventories.

2007 External Audit. In early 2007, in response to allegations raised, the
Secretary-General called for an external audit. A 31 May preliminary audit report in our
view shows clearly that:

e The audit report confirmed the relatively modest size of UNDP’s program,
averaging $2.6 million per year in the 2002-06 audit period, and it found that
UNDP had in place a full range of monitoring mechanisms, including site visits,
to see how its funding was being spent. The audit did not support allegations that
UNDP dealt in tens of millions of dollars and lacked controls to verify its
spending.

* Although UNDP had been required by the North Korean authorities from the
outset of its operations there in 1981 to obtain the services of local personnel from
a North Korean government agency, UNDP had duly informed its own Executive
Board, of which the U.S. is a member, of this requirement--most recently in 2001.
As noted above, this requirement, which remains in place to this day, is imposed
on all other international organizations, such as, for example, UNICEF; national
embassies; and international NGOs operating in North Korea (e.g. Mercy Corps
International; Caritas).

¢ UNDP had made payments to vendors directly in Euros instead of first changing
Euros into local currency via the North Korean banking system, “without requisite
authority”. (The auditors did not find that such payments broke any rules, but
they did recommend that the relevant rules state more explicitly that UNDP
should make effective use of all available currencies, as UNICEF’s rules do.
UNDP is making this modification).

¢ UNDP conducted project site visits to check how its money was spent, but these
visits required prior permission and took place under the supervision of the North
Korean authorities.

Interpretations of these and other findings of the External Audit differed sharply.
In UNDP’s view this was largely because of persistent and incorrect assumptions about
how the organization operated in North Korea; the difference between spending that took
place inside the country and spending that took place elsewhere; the functioning of the
National Execution (NEX) modality in North Korea; the number of projects UNDP
maintained in North Korea; the various means it used to monitor its spending, including
project site visits; and its use of checks and bank transfers.

June 2007 Allegations. Shortly after the External Audit report, new allegations
were raised that UNDP had underreported its funding levels, had knowingly or
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negligently allowed its funds to be diverted outside of the country, and had made large
payments to entities with links to North Korean armaments programs. UNDP was shown
sample documents that purported to substantiate some of the allegations. However, a
cross-check against UNDP’s own records showed:

That the sample documents referred to payments far in excess of the total money
UNDP had available in the country for all purposes (i.e. including international
staff salaries and travel, all program expenditures, payments on behalf of others,
etc) during the periods in question.

That of the 100+ payments detailed in the sample documents, only 11 matched
UNDP’s own records.

That payment information in the sample documents purporting to be from 2001
and 2002 used financial system codes not yet in use by UNDP at that time.

In short, the allegations seemed to be based on either a misreading of the documents
themselves, inauthentic or “doctored” documents that had been provided both to the U.S.
government and to the media or allegations made that could be contradicted by reliable
records and documents.

On some of the more persistent allegations, UNDP would like to clarify:

Total payments of UNDP funds to the “NCC for UNDP” amounted to $370,695
in the period 1997 — 2007. This is far less than the $7 million that was alleged for
the period 2001 — 05 alone.

Total payments to the Chinese company Zang Lok amounted to $29,567.80 on
behalf of WIPO for computer equipment in 2002, and $22,634.15 on behalf of
UNESCO for computer equipment in 2004; in both cases the equipment was
received in good order. The total of $52,201.95 is far less than the $2.7 million
that UNDP was alleged to paid to Zang Lok.

Further, in June 2007, when the Statc Department alerted UNDP that Zang Lok
had ties to a North Korean entity with links to the country’s armaments programs,
UNDP immediately agreed to cease doing business with Zang Lok. UNDP and
other UN agencies routinely consult control lists maintained by the U.N. Security
Council before making procurement decisions. It is unclear whether Zang Lok, as
a company with ties to a “designated” North Korean entity -- and not itself a
designated entity -- was on any list that UNDP or other UN agencies should have
consulted in 2002 and 2004,

The funds devoted to UNDP’s programs in North Korea over the last ten years

can be summarized in the following table, which distinguishes those funds transferred to
North Korean government agencies from the total funding for UNDP’s North Korea
programs each year, and the percentage which that represents. We have also broken out
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funds transferred to the “NCC for UNDP”, because of the attention that has focused on
this entity.

1997 0 1,507,706 4,068,225 5,575,931 27%
1998 0 531,662 4,091,667 5,223,329 10%
1999 50,250 16,206 1,531,568 1,598,024 4%
2000 22,613 36,417 2,011,283 2,070,312 3%
2001 Q 96,060 1,415,602 1,511,662 6%
2002 4,040 21,213 1,810,101 1,835,354 1%
2003 43,197 7,164 2,204,801 2,255,162 2%
2004 59,045 Q 1,105,470 1,164,515 5%
2005 92451 18,774 3,084,213 3,195,439 3%
2006 99,099 334,140 4,135,626 4,568,865 9%
2007 Q 0 641,809 641,809 0%
Total 370,695 2,569,342 26,700,365 29,640,402 10%

In addition to the above, UNDP also made payments in North Korea on behalf of other
UN entities. These payments totaled roughty $1 million per year during the period 1997
- 2007 (a detailed breakdown is available on the UNDP website). It should also be noted

that:

Of the $29,640,402 in program expenditures going back over a decade, only about
half of that spending took place within North Korea. The remainder represents
expenditures elsewhere in the world, in support of the North Korea program.

The $370,695 paid to the NCC for UNDP does not support the persistent
allegations that this entity transferred $2.72 million in UNDP funds abroad for the
purchase of real estate. As UNDP has maintained all along, the bulk of the
money paid to that entity was used in support of agricultural workshops for
participants from Asia and Africa, workshops that were monitored and
documented.

In the course of its interactions with the Subcommittee Staff in late 2007,
however, UNDP was for the first time shown documentation indicating that the
NCC for UNDP” had apparently used its bank account to transfer $2.72 million to
various locations abroad in 2002. While this was clearly not money provided by
UNDP, and UNDP had no way of knowing that the bank account had been used
in this manner, UNDP was greatly concerned that its name had been used in
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connection with these unrelated financial transactions. It has formally raised the
matter with the North Korean government.

o All payments made by UNDP to the North Korean government or anyone else in
North Korea were undertaken by bank transfer or check. Despite persistent
allegations, UNDP did not deal in cash in North Korea, beyond an allowable $50
limit for petty cash.

UNDP acknowledges that some aspects of its operations can appear complex,
particularly in countries such as North Korea, which has a dual currency regime, and
where UNDP had put in place special measures, such as directly executing almost all
projects that were technically under government execution, in order to ensure effective
financial control. Yet we tried to be extremely responsive to member states that had
questions or expressed particular concerns about our North Korea program. This was
especially the case with Japan, which took a special interest in the program going back
some years. Similarly, when the U.S raised concerns in late 2006 about UNDP’s
payment practices and recruitment of local personnel via a North Korean government
agency, UNDP moved immediatcly to address the concerns. UNDP has been very
forthcoming in responding to all queries from Member States about its North Korea
operations since concerns first arose over a year ago.

External Independent Investigative Review (EIIR). However, because of the

continuing concerns expressed by others, and the resultant need to address and resolve all
outstanding issues, UNDP’s Administrator, Kemal Dervis, in close consultation with the
President of its Executive Board, and with the U.S. government and other Board
members, commissioned an External Independent Investigative Review (EIIR), designed
to operate in a non-political and highly professional manner and be complementary to the
UNBOA process. The Review is being led by former Prime Minister of Hungary, Miklos
Németh, who later became a Vice-President of the European Bank for Reconstruction
and Development in London and a member of the Advisory Board of Transparency
International. The other two members are Mary Ann Wyrsch, former President and the
Executive Director of the Bush-Clinton Katrina Fund, former United Nations Deputy
High Commissioner for Refugecs, and former acting commissioner of the U.S.
Immigration and Naturalization Service, and Chander Vasudev, a former high level
official of the Indian Finance Ministry.

The Terms of Reference for the EIIR (available on UNDP’s website), include a
thorough investigation of claims by a former UNDP contractor in North Korea that he
was retaliated against for “blowing the whistle” on irregularitics in UNDP’s operations
there. The results of this aspect of the investigation will be forwarded to and reviewed
by the UN Ethics Office, which will then advise on appropriate actions, if any. The EIIR
began work in October and has been provided with access to all documents and personnel
available to UNDP, including all documentation previously held by the UNDP country
office in Pyongyang, which was brought to New York. We understand that all concemed
parties are cooperating. It expects to issue a final report in March 2008. This report will
likely include overall recommendations on specific measures that UNDP should take
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when directed by its Executive Board to operate in countries that may present special
challenges.

Finally, Mr. Chairman, UNDP welcomes the efforts by this Subcommittee to
examine these allegations in a careful and systematic way. We look forward to your
questions today and for further opportunities to assure a complete and accurate record on
these matters.

Thank you.

Attachments:

1. UNDP Programs in Selected Countries

2. External Assessments of UNDP

3. Responses to Recent Allegations about UNDP Operations in North Korea
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Attachment 1

UNDP Programs
In Selected Countries

The United Nations Development Program is on the ground in 166 countries. Below are examples of
UNDP’s current work in countries of particular interest to the U.S. Congress.

AFGHANISTAN

Delivering on the Bonn Agreement

UNDP was aiready present and working extensively in Afghanistan at the time of U.S. military intervention
after September 11, 2001. UNDP was therefore well-placed to move swiftly to heip the country face the
challenges of forging a post-Taliban government. Since Novemnber 2001, UNDP has played a central role
with the UN system in coordinating donor support for Afghanistan.

To aid the implementation of the Bonn Peace Process, UNDP set up the Afghan Interim Authority Fund—
an innovatively flexible mechanism for quick resource mobilization, disbursement, and initial institution
building. This fund paid for the emergency Loya Jirga, the traditional Afghan Grand Council that UNDP
helped to convene. UNDP also heiped set up the Afghan interim Authority; rapidly resuscitate the
national civil service, as well as the police force; draft a new constitution; hold three successfui elections;
and establish a new Afghan National Assembly.

UNDP remains highly engaged in Afghanistan, operating from ail of the country’s 34 provinces. Since the
Bonn Agreement was signed, UNDP has delivered ciose to $1 billion of assistance to Afghanistan,
including $336 million since 2002 from the United States. Among the programs UNDP supports are:

s Building the capacity of the Afghan Independent Elections Commission and successfully
completing a voter and civil registry pilot exercise. In addition, UNDP, along with the UN
Assistance Mission in Afghanistan and members of the international community, currently is
engaged in discussions about the timing as well as legal, political, financial, operational and
security considerations with regard to the next presidential and parliamentary elections in 2009.

» Building the capacity of civil servants and supporting the preparation of the Afghan national
budget and helping the government prioritize funding alocation and coordinate aid.

« Supporting the establishment and implementation of a country-wide disarmament, demobilization
and reintegration program. Through this program, 13,519 tons of ammunition and 334,025
pieces of anti-personnel mines were destroyed by March 2007. The program also focuses on
disbanding illegal armed groups. By early 2007, a total of 29,251 weapons were collected and
1,496 illegal armed groups were engaged in the disbanding process.

e Managing a program of construction of approximately 1,400 houses for landiess Afghan
returnees and internally displaced persons {IDPs) north of Kabul.

e Assisting, in collaboration with the International Labor Organization, over 63,300 combatants who
were demobilized in June of 2006 and their families to access viable employment opportunities in
agriculture, service, and enterprise development through a national network of public
Employment Services Centers.

¢ Constructing drainage channels in Jalalabad City to create a better business environment for
shopkeepers and customers, a wider space for transport and commerce, as well as a more
hygienic city environment. The construction work provided employment opportunities to locai
populations, with priority given to the most vuinerable groups of society such as returnees and
IDPs, ex-combatants and the disabled.

s Creating alternative livelihoods to opium production while increasing agricultural production
through the Counter Narcotics Trust Fund, which UNDP manages.
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Total 2006 UNDP expenditures for Afghanistan were $201 million.

IRAQ

UNDP staff, based in offices inside the country as well as in Jordan and Kuwait, work throughout most of
fraq in the midst of an extremely challenging environment. UNDP activities in the country concentrate on
rehabilitation of physical infrastructure; governance, economic advice, institution building and civil society;
poverty reduction and human development; and mine clearance.

UNDP administers the UN Development Group's Iraq Trust Fund on behaif of itseif and other participating
UN organizations. This trust fund, along with another administered by the World Bank, was created to
help donor nations (including the United States) channel resources and coordinate support for
reconstruction and development in Iraq. To date, 25 donors have contributed $1.2 biilion to the UN
Development Group Iraq Trust Fund. As of the end of 2006, the fund transferred $886 million to UN
agencies of which over 79% has been expended.

UNDP supported programs have included:

» Establishing an Aid Coordination Unit and a donor assistance database. With committed
donations of almost $15.6 billion, this is the largest known database of its kind in the world.
UNDP's support has included the provision of technical expertise, hardware, and software for this
endeavor.

* Training the Board of Supreme Audit of Irag, the country’'s independent audit institution, and
strengthening the capacities of the Ministry of Planning and Development Cooperation as well as
five other ministries. UNDP has also trained senior empioyees from the human rights and justice
ministries in management and public administration and provided key legal texts to develop both
ministries’ libraries.

» Supporting local government by building capacity for strategic planning and decentralization of
service delivery. For example, UNDP has assisted the Ministry of Municipalites and Public
Works through the training of 90 middle managers on modern management skills.

» Creating, in collaboration with the Reuters Foundation a web-based news exchange calied Aswat
al-lrag, or Voices of Iraq to address the information gap caused by the absence of a national
news agency. The site currently publishes over 600 news items a month and is a credible source
of information for more than 200 media institutions. UNDP is in the process launching a similar
TV newscast initiative.

s Acting as the lead agency on poverty alleviation within UNAMI, supporting the adoption of poverty
reduction policies, and revitalizing the private sector. During 20086, the UNDP Iraq Reconstruction
and Employment Program generated over 113,200 workdays and employed more than 11,000
workers. UNDP is supporting local planning mainly in the deteriorated marshlands to promote
local governance and effective service delivery to help rebuild these devastated communities.

+ Rebuilding infrastructure, including in the electricity sector (repair of 18 major transmission lines;
purchase and delivery of 165 diesel generators; rebuilding electrical distribution networks in nine
major hospitals; purchasing mobile substations and large-scale testing equipment; and
rehabilitating the National Dispatch Center); in the trade infrastructure sector (focusing on
waterways management, as well as shipwreck, hydrographic, bathymetric, and other surveys, as
well as Iraq’s Civil Aviation infrastructure); and water and wastewater management (plans for
potable and wastewater management as well as solid waste disposal, rehabilitation of key
facilities including the water treatment piant that brings potable water to approximately one mitlion
Baghdad residents, and water and sanitation to Basra, including the port city of Umm Qasr).

Total 2006 UNDP expenditures for iraq were $69.9 miflion.

PAKISTAN
UNDP is an important partner in Pakistan’s national efforts to achieve its development goals and in
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meeting international commitments. UNDP has contributed towards establishing policies, setting up
governance institutions, as well as strengthening human and institutional capacities. Among the
programs UNDP supports are:

Supporting poverty reduction and gender equality through tailored advice, as well as technical
and capacity building support toward the achievement of the Millennium Development Goals
{(MDGs).

Promoting community-based development, in partnership with the provincial governments and
communities, and improving the living conditions of poor communities in several urban and rural
areas, organizing households at the grassroots level and enabling them to access water,
sanitation facilities, microfinance services, skills training and improved natural resource
management.

Promoting gender equality including through helping district governments mobilize Musalihat
Anjumans (a forum for aiternate dispute resolution outside of the formal judicial system) in several
Pakistani districts, and through microfinance and skills development that has enabled more than
1,000 women in the livestock and garment sectors to secure jobs.

Encouraging the democratic process by training 51,000 Presiding Officers and 100,000 Assistant
Presiding Officers in electoral faws and procedures and providing material to the Election
Commission including 300,000 electronic voter screens, 430,000 transparent ballot boxes and 5.5
million seals.

Supporting the Devolution Trust for Community Services which has caused the number of
Citizen’s Community Boards to increase rapidly, reaching a total of 16,324—enabling greater
community participation in local development.

Supporting a four-year performance appraisal of the National Assembly, the first study of its kind
in Pakistan, and undertaking a training needs assessments for the secretariats of the National
Assembly and the Senate covering areas such as research, legisiative drafting and parliamentary
oversight as well as establishing mechanisms for public outreach.

Responding to and preparing for natural disasters, including in the aftermath of October 2005
earthquake in Pakistan, when UNDP's recovery and reconstruction programs reached out to the
nine affected districts of the North West Frontier Province and Pakistan Administered Kashmir. In
2007, UNDP continued to respond to the effects of the 2005 earthquake through a combination of
aid coordination, hardware support and capacity development. UNDP projects provide
infrastructure, human resources, and management capacities to the federal, provincial, and local
governments. in 2007 UNDP and its implementing partners were able to deliver approximately
$42 million during a period that was marked by climatic disturbances and political upheaval.

SOMALIA

In Somalia, UNDP has played a key role in laying the foundations for democratic governance, including
supporting the separation of legislative and executive powers, as well as building institutions to
marginalize spoilers of peace, reconcifiation, and development. UNDP supported programs have
included:

In February of 2006, facilitating the first session of the Transitional Federal Parliament in
Somatia. To establish a secure environment for the successful sitting of this parliamentary
session in Baidoa, UNDP in partnership with the UN's Office for the Coordination of
Humanitarian Affairs (OCHA), members of the Transitional Federal Parliament, elders and
local leaders, launched the Baidoa Reconciliation Conference Initiative. This initiative was
instrumental in reconciling iocal communities, significantly contributing to the restoration of law
and order and making the parliamentary session possible, Additionally, the initiative improved
access for humanitarian assistance to vulnerable groups afflicted by conflict and drought.
Supporting two key independent commissions, the independent Federal Constitution
Committee and the National Reconciliation Commission, through payment of stipends to
commission members. In addition, through payment of stipends to the Somali police force and
judiciary, UNDP has contributed to the strengthening of rule of law and access to justice in
compliance with international human rights standards.
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Reducing poverty while addressing crises, such as with the Duduble Cana! project, hailed
across eastern Africa as a mode! of community-driven recovery. This project which created a
major community-run environmental management system, including early warning systems
and flood preparedness, soil conservation measures, agricultural training, crop marketing, and
regular conflict management forums. Where once the entire area was strictly divided along clan
lines, with roads riddied with roadblocks, former enemies now sit on collective management
committees, people travel safely on open, newly repaired roads ~ and relatives meet without
fear of reprisal.

Carrying out a comprehensive poverty mapping exercise that provides the Somali
administration and other development partners with critical data. UNDP surveyed
approximately 7,000 settlements, 3,000 water points and 1,000 nomadic settlements, covering
90% of the country. This survey aiso compiled vulnerability characteristics and access to social
services.

Supporting the development of a five-year development pian by the authorities of Puntiand as
well as training planning and statistical staff in the three ministries on collection and compilation
of critical socio-economic data as a part of a statistical capacity building program.

Total 2006 UNDP program expenditures for Somalia were $46 million.

SUDAN

In recognition of its significant and sustained presence, UNDP has been entrusted with managing
several funds, including the Recovery and Rehabilitation Program funded by the European
Commission, and the Common Humanitarian Fund in which nine UN organizations participate. Also,
as the principal recipient for Global Fund grants to fight AIDS, tuberculosis, and malaria in Sudan,
UNDP is responsible for financial and programmatic management, the procurement of health and non-
health products, as well as capacity development services to sub-recipients and implementing
partners. UNDP-supported programs have included:

As one of the few organizations with a presence in all three states of Darfur, UNDP works from
three sub-offices in extreme conditions, undertaking development activities in paraitel with
ongoing relief operations, and focuses on promoting rule of law; upholding human rights and
combating gender-based violence; and providing legal protection to marginalized groups, IDPs
and local communities. Since 2004, UNDP has been running a rule of law program in order to
respond to the population’s immediate needs for legal protection, while laying the building
blocks for the restoration of rule of law. Through this program, UNDP has trained 10,000 civil
society representatives and government officials on core principles of rule of law, human rights,
and justice. In addition, UNDP has trained 150 paralegals, established seven legat aid centers,
and established a legal aid network of 60 Darfurian lawyers that led to the prosecution of
several court cases. UNDP's rule of law project helped in the conviction of aimost 200
perpetrators in Darfur in 2006 alone.

Starting up a livelihood support program that targets vulnerable communities and IDPs in the
three states of Darfur—the only one of its kind in Darfur that addresses livelihood issues in a
sustainable manner. Goals include identifying sources of large-scale employment generation
such as the rehabilitation of irrigation systems and flood protection, reforestation, employment
of teachers in IDP camps; creating certificate-based programs for internally displaced youth
that train specific skills, such as agricultural practices and the use of natural resources;
strengthening the capacity of local NGOs in management, budgeting, and planning skills; and
developing economic organizations {for example, cooperatives, farmers' unions, micro credit
providers}).

In Southern Sudan, supporting peace consolidation efforts by focusing on governance and rule
of law institutions along with community-based initiatives to reduce insecurity and conflict. In
2006, UNDP facilitated the development of a strategic plan for each of the ten southern states,
the Local Government Policy Framework, and the Governors Forum of Southern Sudan. !n
addition, UNDP established a legal advice center in Yei and rule of faw forums in each of the 10
southern states. UNDP oversaw the nine-month training of 17 judges and legal officials in
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Uganda, and helped train more than 3,000 police officers in partnership with the UN Mission in
Sudan.

s Aside from Darfur and Southern Sudan, building the capacity of the national and local institutions
as well as civil society to encourage a sustained recovery. With UNDP's assistance, a total of 48
national and international NGOs are working together in ten states to build water points,
healthcare units, schools, and sanitation systems; design projects that provide families an
opportunity to earn an income; improve the local administration’s performance capacity; and
respond to priority needs defined by the communities themselves. UNDP runs additional area-
based recovery programs in Abyei and Southern Kordofan.

* Focusing on judicial reform, raising public awareness of legal issues, as well as legal aid and
representation. in 2006, UNDP completed the training of 20,000 government officials and
community members on core principles of rule of faw, human rights, and justice. UNDP also
completed the training of 375 paralegals, in addition to establishing 15 legal aid centers and a
network of 100 Sudanese lawyers who provide legal advice and representation to vulnerable
groups. UNDP also facilitated 150 rule of law workshops and rehabilitated police stations and
courthouses in the country.

e Supporting Sudan’s national disarmament, demobilization, and reintegration as well as mine
action authorities as they develop their national programs. UNDP manages over $38 million in
donor contributions to this end.

Total 2006 UNDP program expenditures for Sudan were $120 million.
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Attachment 2

Assessments of UNDP

U.S. DEPARTMENT OF STATE

UNDP “priorities are fully consistent with U.S. foreign policy goals and complement U.S. bilateral efforts. Its near
universal presence in program countties gives it credibility as a neutral platform for development activities. .. In
line with U.8.-backed reform initiatives, UNDP has changed dramatically over the last five years. It has moved
away from a pure entitlement system to one that includes performance-based criteria for country allocations and
greater local capacity building through national execution. Furthermore, the organization has implemented
decentralized decision-making, is reducing its headquarters staff, is putting greater focus on areas of “comparative
advantage,” and is advocating more forcefully for key global objectives such as poverty alleviation, and good
governance.” - Sectetary of State’s FY 2002 Congtessional Budget Justification

UNDP “programs support U.S. strategic interests including economic development, democtacy and human rights,
and global growth and stability. .. Its projects target governance and institutional capacity building, UNDP has a
near universal presence in developing countties and an important record of credibility. UNDP’s country-level
collaboration enables it to operate effectively in some of the developing wortld’s most isolated and vulnerable
people.” ~ Secretaty of State’s FY 2003 Congressional Budget Justification

“UNDP’s universality ensures its presence in the pootest countries and in those with the weakest governments. It
assists these countries in developing the type of democratic governance and open and transparent institutions that
will eventually qualify them to participate in the President’s New Compact for Development. This is a long-term
effort that few bilateral donors are willing or able to tackle on their own, but will undertake collectively through a
multilateral organization.” — Sectetary of State’s FY 2004 Congressional Budget Justification

“UNDP is present in most of the poorest countries and in those with the weakest governments. It assists these
countries in developing the type of democratic governance and open and transpatent institutions that can qualify
them to participate in the President’s Millennium Challenge Account... UNDP is a valuable partner in the
Administration’s efforts to avert major ctises, including terrotism, extreme poverty, devastating diseases and
environmental degradation, through effectively applied economic assistance.” — Secretary of State’s FY 2005
Congressional Budget Justification

“UNDP's programs are closely aligned with U.S. strategic interests. UNDP adopted five ‘core goals’ for its work
in the next four years: (1) reduce human poverty; (2) foster democratic governance; (3) manage energy and
environment for sustainable development; (4) support crisis prevention and recovery; and (5) respond to
HIV/AIDS... it has transformed itself from a project financing entity into an organization focused on governance
and institutional capacity building. UNDP has also instituted a results-based management system to monitor and
improve its performance... At the country level, it provides services to nineteen agencies and manages the
Resident Coordinator System --a system essential to shaping a common UN approach to the development needs
of a country. — Secretary of State’s FY 2006 Congtessional Budget Justification

“[UNDP] has been a remarkable engine for pushing the issues of rule of law and democtacy.” - Mark Lagon,
Deputy Assistant Secretary for International Organizations (UNDP Washington Roundtable, Feb. 2006)

STATE DEPT/OMB

UNDP “received excellent scotes in regards to the program’s putpose: to provide central funding and
coordination of UN activities that advance economic and social development while combating poverty and disease
worldwide... The program has responded to OMB’s findings and recommendations by implementing measurable
annual performance targets, an efficiency measure, and by effectively demonstrating that program managers are
held accountable for achieving key U.S. objectives within the UN organization.” — The U.S. Office of
Managemcnt and Budget’s Program Assessment Rating Tool (PART, Feb. 2006)
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DFID [UK]

“UNDP topped the list of 23 multilateral agencies assessed by DFID in 2003-2004 against eight corporate systems:
corporate governance, corporate strategy, resource management, opetational management, quality assurance, staff
management, monitoting evaluation and lesson learning, and reporting. Across these systems, UNDP scored 96
percent out of 100 on internal performance, 98 percent on country level results, and 98 petrcent on partnerships.”
- Assessing UNDP, April 2005, in reference to the DFID [UK Government’s Department for Internationa}
Development] Multilateral Effectiveness Scorecard

OTHER DONORS

“UNDP shows real strengths when it comes to its ahility to assemble divergent points of view at collective
discussion fora. UNDP has contributed to ‘bringing different actors together’, thus playing ‘a leading role in
several initiatives for policy dialogue’... “Its lack of adequate financial resources” is perceived to hamper UNDP’s
‘capacity to contribute more effectively to national policy issues.” — MOPAN [Multilateral Organisations
Performance Assessment Network] Sutvey, Contribution to policy dialogue, p.4 (2004); [consists of Austria,
Canada, Denmark, the Netherlands, Norway, Sweden, Switzerland, and the UK]

GINGRICH-MITCHELL ~ UN TASK FORCE

“The UNDP experience does hold out promise as a model for other parts of the United Nations. One crucial
lesson is the importance of leadership. Successful reform required diligent, persistent effort, clear vision, and the
capability to ‘sell’ both member-states and staff on the need for specific changes... The recent reform of UNDP
bas given added weight to its role as a key coordinating body. But its main function continues to be its special
relationship with host governments, promoting transparency and good governance, and improving the planning of
development.” — Gingrich-Mitchell USIP Task Force on UN Reform (June 2005)

2007 GLOBAL ACCOUNTABILITY REPORT

UNDP received top ranking on the 2007 Global Accountability Report by One Wotld Trust, a leading expert in
the field of global governance and accountability. UNDP is among 30 of the world's leading organizations from
intergovernmental, non-governmental, and corpotate sectors assessed by One World Trust according to four
widely-accepted dimensions of accountability: transparency, patticipation, evaluation, and complaint and response
mechanisms. UNDP ranked highest overall -~ One World Trust, 2007 Global Accountability Report
(December 2007)
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Senate Subcommittee on Investigations
Committee on Homeland Security and Government Affairs
Briefing Statement
On behalf of the Secretary-General

24 January, 2008

By letter dated December 21, 2007, the Subcommittee on Investigations (Homeland
Security and Government Affairs) requested Mr. Robert Benson, Director-of the Ethics
Office of the United Nations Secretariat, to brief the Subcomrnittee on 24 January, 2008
in relation to two issues, namely: (i) the jurisdiction of the Ethies Office of the United
Nations Secretariat in relation to cases of retaliation from Funds and Programmes, and
(ii) the adequacy of whistleblower protections within the TN system.

In -accordance with the United Nations policy regarding UN officials being requested to

appear before the legislative bodies of Member States, a UN official, with.the approval.of

the Sectetary-General, may provide information to such bodies provided it is achieved by

means of a briefing conducted on an informal basis. In this regard, it is understoad that on

Thursddy, 24 January, 2008, following the adjournment of the formal proceedings of the

Subcommittee on Investigations (Homeland Security & Government Affairs), the

Subcommittee will reconvene informally in order to be ‘briefed’ by United Nations

Development Programme officials and the Director of the Ethics Office of the United "
Nations:Secretariat:

On’ behalf of the Secretary-General, the following briefing ‘statement is provided as
requested.

Establishment and jurisdiction of the Ethies Office of the United Nations
Secretariat, and ¢stablishment of separate ethics offices for Funds and Programmes

In paragraph 161(d) of the World Summit Outcome Document (General Assembly
resolution 60/1 -of 16 September 2005), the Heads of State and Government:

“(d) Welcome[d] the Secretary-General’s efforts to-ensure ethical conduct,
more extensive financial disclosure for United Nations officials and
enhanced protection for those who reveal wrongdeing within the
Organization. We urge the Secretary-General to scrupulously apply the
existing standards of conduct and develop a system-wide code of ethics for
all United Nations ‘personnel. In this regard, we request the Secretary-
General to submit details on &n ethics office with independent status, which
he intends to create, to the General Assembly at its sixtieth session”.

Pursuant to the provisions above, the Ethics Office was established as a new and
independent office within the United Nations Secretariat reporting directly to the
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Secretary-General. The terms of reference of the Ethics Office are set out in
Secretary-General’s bulletin ST/SGB/2005/22. The objective of the Ethics Office,
as set forth in that bulletin, is to assist in ensuring that all staff members observe
and perform their functions consistent with the highest standards of integrity, as
envisaged in the Charter of the United Nations. The Office does not replace any
existing mechanism available to staff for reporling misconduct or resolving
grievances.

In accordance with paragraph 161(d) of the World Summit Qutcome Document, the
Secretary-General promulgated a Secretary-Genetal’s bulletin ST/SGB/2005/21,
entitled “Protection against retaliation for reporting misconduct and for cooperating
with duly authorized audits and investigations”, The responsibility for
implementing the policy on protection against retaliation was vested in the Ethics
Office of the United Nations Secretariat.

The above-mientioned bulletin, howevet, applies only to the United Nations
Secretariat and not to Funds and Programmes. As a consequence, the Secretary-
General, in reiterating his commitinent that the UN system upholds the highest
ethical standards and that these standards be implemented system-wide, indicated
that he would, in consultation with the Heads of all of the Funds and Programmes,
address the issue of uniform application of ethical standards at the October 2007
meeting of the Chief Executive Board.!

In the Secretary-General’s Annual Report on Activities of the Ethics Office (A/62/285),
dated 21 August, 2007, the issue of system-wide application of the jurisdiction of the
Ethics Office of the United Nation Sectetariat was specifically raised. Paragraph 73 of
that Report provides that since the Ethics Office does not have responsibility and
jurisdiction system-wide:

« ..the General Assembly may wish to consider broadening the
jurisdiction of the Bthics Office to cover all United Nations system entities
and to provide further guidance on this matter.”

Having considered the Secretary-General’s comment mentioned above, the United
Nations Advisory Committee on Administrative and Budgctary Questions (ACABQ), in
its report (A/62/7/Add. 14) of 16 November, 2007, stated that:

#...it would first be necessary for the Assembly to consider whether other
United Nations entities, such as the Funds and Programmes, should have
common ecthics policies and standards :and, if so, whether they should be
centrally or separately administered.  Accordingly, the Committee

! Chief Executives Board (CEB) furthers coordination and cooperation on & whole range of substantive and
managemert issues. facing United Nations system drganizations: The CEB btings together on a regular
basis the executive heads of the organizations of the United Nations system, under the chairmanship of the
Secretary-General of the United Nations.
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recommends against broadening the jurisdiction of the Ethics Office, at
this time.”

However, as indicated above, the Secretary-General also stated that he would address the
issue of uniform application of ethical standards at the October 2007 meeting of the Chief
Executive Board. At the conclusion of that .Chief Executive Board meeting on 27
October, 2007, the Heads of the Funds and Programmes agreed to establish one ethical
code and one system of ethics within which they would operate. As a consequence,
Secretary-General bulletin ST/SGB/2007/11, entitled “United Nations system-wide
application of ethics: separately administered organs and programmes”, was issued on 30
November, 2007.

Adequacy of Whistleblower Protections

With the issuance of ST/SGB/2007/11, a framework was created within which a unified
set of ethical standards and policies will be established and applied. Fundamental to this,
“was the creation of the United Nations Ethics Committee, which will be chaired by the
Director of the Ethics Office of the United Nations Secretariat. The United Nations Ethics
Committes’s mandate, as provided for in this bulletin, is to establish a unified set of
ethical standards and policies.

While the Funds and Programmes may create their own ethics offices, the Chair of the
Ethics Committee is responsible for providing functional leadership to al ethics officers
of the Funds and Programmes. In addition, should a Fund or Programme fail to appoint or
designate an Ethics Officer by January 2008, the Ethics Office of the United Nations
Secretariat will handle the ethics-related issues, until the Fund or Programme concerned
designates an Ethics Officer.

Staff members of the Funds and Programmes by virtue of this Bulletin have the following
rights , including the right for protection from retaliation cases:

(1) If the Ethics Office of a Fund or Programme hag not formally
considered a request for protection from retaliation within 45 days, the
staff member may request the Chair of the Ethics Committee (i.e., the
Director of the Ethics Office of the United Nations Secretariat) to
conduct his own independent review of the matter.

(ii) Following a decision having been made in relation to a protection from
retaljation case by an Ethics Office of a Fund or Programme, a staff
member has a tight of appeal to the Chair of the Ethics Commiittee.

(it} In the absence of a Fund or Programme having in place a policy for the
protection from retaliation, staff members will be able to avail
.themselves of the protections permitted under ST/SGB/2005/21
administered by the Ethics Office of the United Nations Secretariat.

Moreover, in the interests of oversight and transparency, a summary of any matters
referred to the Chair of the Ethics Committee, by a staff member of a Fund or
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Programme, as referred to above, must be included in the Annual Report to the General
Assembly on Activities of the Ethics Office of the United Nations Secretariat.

As discussed above, with the issuance of Secretary-General’s bulletin ST/SGB/2007/11,
particularly in relation to: protection from retaliation cases, the interests of staff members
of the Funds and Programmes have been taken into consideration.
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Report of the Board of Auditors

on the Special audit requested by the ACABQ into
activities of UNDP, UNFPA, UNOPS and UNICEF
in the Democratic People’s Republic of Korea

(DPRK)

31 May 2007

Permanent Subcommittee on Investigations
EXHIBIT #1a
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Background

1. On 9 February 2007, pursuant to Article VII of the Financial Regulations and
Rules of the United Nations, the Advisory Committec on Administrative and Budgetary
Questions (ACABQ) requested the Board of Auditors (letter attached as annex I) to carry
out a special audit of the operations of the United Nations organisations in the
Democratic People’s Republic of Korea (DPRK), including the United Nations funds and
programmes which fall within the Board’s mandate and to report its findings to the
ACABQ.

2. In the ACABQ’s request to the Board of Auditors, it drew the Board’s attention to
a letter dated 25 January 2007 (refer annex IT) from the Controller of the United Nations,
on behalf of the Secretary-General on the same topic, wherein the Controller indicated
that the scope of the specific examination focus on past and current compliance with the
applicable Financial Regulations and Rules, accountability frameworks and other
directives as well as to ensure that money expended in DPRK went to intended recipients.
The Controller’s letter further explained that the three focus areas to be reviewed should
include foreign currency transactions, staff hiring, access to reviewing local projects and
their outputs, including direct payment for National Execution (NEX) projects.

3. In the confirmation of the Chairman of the Board of Auditors addressed to the
ACABQ dated 22 February 2007 (English translation aftached as Annex IIT), the Board
wrote that the audit will include a preliminary review in New York of the operations of
UNDP, UNFPA, UNOPS and UNICEF, and that the purpose of the preliminary review,
the outcome of which will be addressed to the ACABQ for further consideration, will be
the drafting of a detailed audit scope.

4 In further correspondence from the Audit Operations Committee (AOC)
addressed to the ACABQ dated 2 March 2007 {Annex IV), the Chairman of the AOC
stated that the scope of this audit covers the United Nations Development Programme
(UNDP), the United Nations Population Fund (UNFPA), the United Nations Office for
Project Services (UNOPS) and the United Nations Children’s Fund (UNICEF), and the
Board will report to the ACABQ and management any preliminary findings, the Board's
detailed audit plan and any procedures for the on-site phase for ACABQ consideration.

_'This letter further requested a note verbgle to be issued to the DPRK authorities for

assistance with travel arrangements.

5. This report constitutes the result of our work in terms of the above work-plan.

Scope of work

6. This review was conducted in terms of the common auditing standards of the
Panel of Exiernal Auditors of the United Nations, the specialised agencies and the
International Atomic Energy Agency and relevant International Standards of Auditing,
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7. In accordance with the ACABQ's request, the scope of work for this pmlnnmary
phase was limited to these four entities, namely:

(a) United Nations Development Programme (UNDP);

(b) United Nations Population Fund (UNFPA);

(c) United Nations Office for Project Services (UNOPS), and
(d) United Nations Children’s Fund (UNICEF).

8. The Board noted that in addition to these four entities, other UN entities and
specialised agencies were also active in DPRK, which were not within the scope of this
audit engagement.

9. The work focused on the five year period from 1 January 2002 to 31 December
2006.

10,  The audit team was comprised with members representing the three members of
the Board of Auditors, and was led by the Auditor General of South Africa, in his role as
lead auditor of UNDP. After acceptance of the special audit engagement by the
Chairman of the Board of Auditors dated 22 February 2007, the team was constituted,
and the preliminary audit commenced in New York on 19 March 2007.

11.  The scope of the work as contained in the ACABQ request (Annex I) focused on
foreign currency transactions, staff hiring and access to reviewing local projects. The
work undertaken by the team is described as:

(a) Gathering and examining documents and reports;

{(b) Reviewing background papers;

(c) Interviewing personnel; and

{d) Verifying evidence of findings previously raised by the internal audit departments
of the various entities.

12.  This special audit in the three focus areas does not constitute a full-scope country
office audit, which normally covers a number of other components, based on the Board's
risk assessment in a financial statement audit. Because of the limited scope of this
assignment, the Board does not express any opinion on the financial results of any of the
DPRK activities of the four entities.

13.  In complying with the mandate of the Board, the letter of request (Annex I), and
the timing of the engagement, certain aspects were not covered as described below:

(a) Any work undertaken by the Board is conducted in accordance with Article VII of
the Financial Regulations and Rules of the United Nations, which limits the work
of the external auditor to audit matters, and does not extend to investigation or
evaluation;
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(b) No complete set of financial statements of the UN-related DPRK activities were
submitted for audit as separate country office financial statements are not
normally prepared;

(c) The audit was limited to personnel and documents made available in New York;

(d) No on-site validation of results was performed during this phase;

(e) The audit work was based on sampling, which may not detect any and all
misstatements in the accounting records;

(f) The Board did not test the validity of payments to ultimate recipients as it does
not have access to financial records outside the UN system;

(2) While extensive documents were gathered and made available to the Board, only
certain substantive audit procedures were focused on during this preliminary
phase; and

(h) The Board has no powers or mandate of inspection, discovery or subpoens, or
specific responsibility to review implementation of Security Council resolution
1718.

14.  The Board’s work was limited to the scope of requests of the ACABQ.
Consequently, certain other matters which have come to the Board’s attention were not
covered during this phase of the special audit. These are:

(a) The evaluation of qualifications, skills, duties and performance of local staff;

(b) The control and nules over the activities of local staff;

(c) Application of the rules of DSA percentage for local staff,

(d) The level of prices paid for procurement of goods and services and the rate of
exchange applied;

(¢) The occurrence of alleged counterfeit currency in the UNDP country office
(para. 72);

(f) The assignment of responsibility for non-compliance (accountability); and

(g) The consistency between country office targets and contribution estimates, and
UNDP headquarters records.

15.  All four entities cooperated with the Board, making documents, personnel and
explanations available as requested.
Major findings of the review

16.  The Board has reached the following conclusions in respect of the three focus
areas vis-3-vis staff hiring, foreign currency transactions and access to local projects.

17.  The Board’s major findings are that:
(a) In respect of local staff hiring, personnel were hired by UNDP, UNFPA and

UNICEF through a govemment agency of DPRK, contrary to relevant
instructions and procedures (paras. 22, 24, 27, 28, 35, 43, 45 and 47);
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(b) In respect of foreign currency transactions, local payments made in foreign
currencies were without requisite authority in the case of UNDP, UNFPA and
UNOPS (pares. 52, 58, 59, 60, 69 and 71); and

(c) In respect of free access to local projects, the Board obtained evidence that project
visits had taken place, but were done under the supervision of the DPRK
authorities, except for one reported project in UNICEF.

18. TheBoudhasdmingﬂxisprdiminmyphmuﬁsﬁctoﬁlycomludedontheﬂmé
focus areas. Accordingly, no further audit procedures have been suggested for the Board
to perform.

19.  The Board further noted that:

(a) there were different procedures practiced among the four entities in respect of all
three focus areas; and

(b) there were differences in the treatment of payments throughout the period within
each entity.

20. In common with UNDP’s operations in many countries, UNDP provided
administrative support, which include processing of peyments and record-keeping on
behalf of UNFPA and UNOPS in DPRK (as well as other entities). Accordingly, some of
the Board’s observations were common to UNDP, UNFPA and UNOPS.

Detalled findings

Staff hiring

21.  The sudit objective of this focus area is to determine whether the entitics
employed local personnel in accorddnce with the relevant United Nations Regulations,
Rules and procedures.

22.  Three of the entities (UNDP, UNFPA and UNICEF) employed local personnel
who were selected, nominated and appointed by the Government of DPRK. UNOPS did
not maintain a local office in DPRK and did not directly employ any local staff in DPRK.
Table 2 shows the local personnel statistics by entity.
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Table 1
Local staff personnel (and international staff summury)
Posts UNDP * - UNICEF
(28 February 2007) {23 Mnch 2007) (23 March 2007)
Programme 4 National Programme | | National Programme | 1 WES Professional **
Professional Staff Officers Officer 1 Health Professional
.| 1 Programme Support 1 Education Professional
Unit 2 Nutrition Professionals
Secretary 1 Secretary 1 Secretary 1 Secretary
Administrative Staff | 2 Administrative 1 Administrative Officer
Officers : 1 Supply Assistant
1 Administrative . 1 1 Admin Clexk/
Assistant Receptionist
TT Staff I LAN Manager 11T Officer
Finance Staff 1 Finance Officer 1 Finance Assistant
1 Finance Assistant :
Driver 6 Drivers 1 Driver 5 Drivers
: 2 Cleaners 2 Cleaners
1 Gardener 1 Gardener
1 Cook 1 Cook
: 1 Truck Driver
al staff) 22 4 20
International Staff 9 : ey 10
(including Resident
Representative)

Source: supplied by the catities

- before suspension of activities
** . WES — Water and Environmenta! Sanitation Programme
**+_ Excludes the non-resident Country Director

23.  The Board's work in respect of staff hiring focused on:

(a) Agreements with the government on employment of local staff'
(b) Local staff recruitment procedures; -

(c) Process of payment of salaries;

(d) Scale of salaries;

(e) Meal allowances; and . .

(f) Duration of contract and separation procedures.

24.  The Board noted that in the Report of the Executive Board of UNDP and UNFPA
on its work during 2001 (E/2001/35), the Executive Board took note of the Country
Review Report for the Democratic People’s Republic of Korea (DP/CRR/DRK/1) dated
13 July 2001. That country review report brought to light then some of the matters which
were the subject of this audit, such as:

(a) “Country office and national project national staff cannot be hired on the open
market but are allocated by the two national executing agencies, while retaining
their affiliation with their respective line ministries. Hence, it is difficult to
separate their roles and responsibilities” (paragraph 41);
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(b) “All national staff (both at the general service and professional level(s) are
seconded from the Government. UNDP reimburses the Government for their
salaries. Staff do not have UNDP contracts. Therefore, there are no UNDP staff
performance reviews, and there is no salary component related to performance.
UNDP has few options in its staff selection” (paragraph 59).

Agreements with the Government on employment of local staff
UNDP

25. . The Board noted that UNDP’s Standard Basic Assistance Agreement with the
Government of DPRK, dated 8 November 1979, has no specific provision for
employment of local staff. However, local personnel assistance is mentioned in Article
VI, (Assessed programme costs and other items payable in local currency): “3. The
Government shall also contribute towards the expenses of maintaining the UNDP
mission in the country by paying annually to the UNDP a lump sum mutually agreed
between the Parties to cover the following expenditures: [...] (b) Appropriate local
secretariat and clerical help, interpreters, translators and related assistance”.

26.  This Article refers to the UNDP procedure of GLOC (Government locat office
costs), i.e. contributions made by the host Government towards the expenses of
maintaining the UNDP country office. The Government of DPRK does pay GLOC in
local currency to a non-convertible KPW' bank account held by the UNDP in
Pyongyang. This is more fully discussed in the section on Foreign Currency Transactions.

27.  The 1979 Basic Assistance Agreement with the Government of DPRK did not
provide any detail of the practice and procedures for the employment of local staff and so
ad-hoc practices developed. The formal practice and procedures for employing local
staff were contained in a draft, unsigned and incomplete service agreement between
UNDP and the Government, dated 10 February 1981. A copy of this document has been
provided by UNDP to the Board. The draft document refers to an annex 1, which was to
describe the scope of services, but was not provided to the Board. The Board’s findings
elsewhere in this report indicate where some of the clauses of this draft document may
contravene UNDP staff rules. The document states infer alia that:

(®)  The General Bureau for Affairs with the Diplometic Corps (GBADC) of
the Government of DPRK will provide sesvices to the UNDP office (Article 1), However,
“UNDP.remains free to meet its requirements from sources outside the Bureau [...”
(Article 2);

(b) Local staff provided by the GBADC “remain the employees of the
Bureau; UNDP thus has no obligations towards those persons provided by the Bureau
[...] under United Nations Staff Regulations and Rules”. (Article 3);

! North Korean Wan, DPRK local currency
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(c)  Monthly salaries for local staff due by UNDP are “determined by mutual
agreement between the Bureau and the Resident Representative” (Article 4);

(d) Payments for overtime and travel costs “will be made according to
regulations issued by the Bureau” (i.c. by GBADC) (Article 4);

(e)  “All payments will be made in local currency on the basis of monthly
invoices submitted to the Resident Representative” (Article 4);

()  The GBADC “will propose persons to provide the services” and “will
submit to the Resident Representative the detailed Curriculum Vitae of such person”
(Article 7). No specification was made about providing one or several candidates for
each post; : ‘

(g) “The duration of service [...] will be determined on the basis of
agreements between the Bureau and the Resident Representative” (Atticle 9) and
“Removal of persons [...] will be effected only on the basis of mutual agreement” and “in
such a manner as to avoid discontinuity of services” (Article 8).

28.  No signed copy of this agreement was provided to the Board. Copies of the
correspondence between the Government of DPRK, the UNDP Resident Representative
in DPRK, the Division of Personnel (UNDP) end the Office of Legal Affairs of the
United Nations, spanning the period February to June 1981, indicated reluctance on
behalf of the Government of DPRK to consider such a Service Agreement, and based on
this assumption, the Director of the Office of the Legal Counsel suggested that “the ad-
hoc arrangements be continued until such time as the DPRK indicates a willingness to be
more flexible .

UNFPA

29. UNFPA was part of UNDP when the original 1979 agreement was signed, and
there is no evidence that UNFPA has subsequently, entered into a specific Standard Basic
Agreement with the Government of DPRK. On 22 February 2006, the Government of
DPRK in a letter stated that “ ... the cooperation between the government of DPRK and
UNFPA will be continued in accordance with the Standard Basic Assistance Agreement
between the DPRK government and the UNDP signed on 8 November 1979, which is
applicable mutatis mutandis to UNFPA.” ‘

UNOPS

30. UNOPS does not have any basic agreement entered with the Government of
DPRX and has no local staff in DPRK. UNOPS also was part of UNDP until December
1994, and does not usually have Standard Basic Agreements in most countries that it
operates in as it is a service provider to UN organizations and as such works under the
specific agreement of the UN Resident Coordinator or other UN entity.
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UNICEF

31.  UNICEF's Standard Basic Cooperation Agreement with Government of DPRK
dated 28 October 1996, states in Article XVII (Locally Recruited Personnel Assigned to
Hourly rates) that: “The terms and conditions of employment for persons recruited locally
and assigned to hourly rates shall be in accordance with the relevant United Nations
resolutions, decisions, regulations and rules and policies of the competent organs of the
United Nations including UNICEF. Locally recruited personnel shall be accorded all
Jacilities necessary for the independent exercise of their functions for UNICEF.”

Local staff recruitment procedures

32.  The Board noted that all local staff in UNDP, UNFPA and UNICEF offices are
seconded from the Government of DPRK. An exchange of letters is made with the
Government to approve the recruitment of each staff member. - Although these local
personnel are called staff, (and were employed through the Government and do not have
employment contracts), UNDP considered that its staff rules do not apply to such
persons. The Board, in its view, considered that despitc this interpretation, local
personnel were dealt with and accorded some rights and privileges of UNDP personnel,
and so the hiring practices were evaluated against the entities relevant policies and rules.

33.  The UNDP Personnel Manual provides for secondment of government officials in
national officer posts (OHRIL, Chapter II, section 10204, § 4.0): “Designated national
officer posts in UNDP field offices may be filled, under certain conditions by government
officials through a secondment arrangement. Seconded government officials can serve to
strengthen these offices by providing them with a perspective of the recipient
Government. At the same time, government officials who return to government service at
the end of the secondmemt will have gained valuable experience through greater
involvement in the programme itself.”

34.  In addition, the UNDP Personnel Manual states that “4/l UNDP requirements for
the employment of national officers must be met in respect of the employment of the
seconded government officials. The Government should be informed of these
requirements and that UNDP reserves the right to reject candidates.”

35, The Board noted that certain local staff recruitment procedures were not
compliant with the UNDP Personnel Manual referred to above. Evidence of this is
described below: )

(a) No Letters of Appointment were supplied to audit for all appointments as
seconded government officials have no Appointment Letters from the UN Country
Office;

(b) The practice applied in staff secondments is that the Government of
DPRK, except in rare cases, provides only one candidate for each job, while the UNDP
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rules for the recruitment of seconded government officials states that “the Government is
required to submit a list of qualified candidates to the resident representative (cf OHRI,
Chapter II, section 10204, § 4.0, 5.);

(c)  Secondment of government personnel to the UNDP country office is
provided for in the Manual only for national officer posts, but not for general service staff
posts;

(d) UN rules on recruitment and appointment require that the following
information be provided: form “P11™ biographical data, copy of university degrees,
medical examination, and copy of birth certificate, Neither the Government nor the
candidates provided the documentation required.

Process of payment of salaries
36.  The salaries and meal allowances of local staff employed by the UN offices of

UNDP, UNFPA and UNICEF were paid to the Government and to local staff respectively
as summarised in the table below.

Table 2
Method of payment of personnel costs’
UNDP/UNFPA UNICEF Comment
Salaries

Level of Salaries are paid based on

salaries a salary scale
communicated by the

. Government
Mode of | Manual cheque payments Bank transfer and cheques No monthly invoice by
payment the Government

Cumrency of | In convertible KPW prior to | In US$ until 2004, then in
payment** | early 2004, then in Euro Euro’

Meal

 allowances

Mode of | By cheque made w omne | By cheque made out o the
payment person in the office UNICEF cashier who draws

the money and disburses it to
the individual staff against
receipt

Currency of | In convertible KPW prior o | In US$, switched to Euro |-
psyment** 2001, then in USS, switched | between 2002 and 2004

to Euro in December 2002
DSA*
Level of . Rates unified in 2001 for
allowances all UN offices in DPRK:

100% of international
DSA for National

2 As indicated in the interviews and documents provided to audit ;
3 Cf. letter from the Government of DPRK to the UNICEF office dated 21 May 2004 requesting the
paymeat of salaries in Buros.
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professional officers, 75%
for General Service, 50%
for drivers
Currency of | In convertible KPW prior to | In convertible KPW prior to
payment ** | 2001, then in USS, switched | 2001, then USS, switched to
to Euro in December 2002 Euro between 2002 and 2004
Overtime and
travel costs
Mode of | Manual cheque payments Same modality as meal
payment allowance
Currency of | Local staff requested in 2001 that overtime (for cligibke GS
payment ** | staff) and in-country travel costs be paid in USS; switched to
Euro in 2002

*daily subsistence allowance for overnight travel i
** currency of payment mey have boen non-convertible KPW prior to 1995-1997,

37. The Board was informed that all salaries were paid through the Government.
During this preliminary phase, the Board did not perform alternative procedures to
confirm whether all payments were released in full by the Government of DPRK to the
staff members.

38. UNDP explained that arising from movements in exchange rates in February
2004*, the country office requested UNDP headquarters for approval to disburse the
monthly payroll in Euro instead of KPW to the government.

39,  This approval was obtained by the country office from UNDP Headquarters
Treasury and Human Resources Department. As is shown in Table 2, meal allowances,
DSA, overtime and travel costs were already made in Euro prior to February 2004. The
Board noted the instruction of UNDP headquarters to abandon this practice early in 2007.
The Board was informed that this instruction was also implemented by UNFPA.

40. A note signed by the then UNDP Resident Representative (RR), in May 2004,
indicated that the monthly salary for local staff will be paid in Euro effective January
2004 to address fluctuations in the exchange rate. Attached to this note is correspondence
between the country office and treasury requesting advice on how to proceed. Treasury
advised the country office that it “had no concerns if you issued payroll in Euro as
opposed to won, unless you have a belief that you will have a buildup of local currency
that cannot be expended.” Further correspondence from OHR indicated that “staff in
DPRK are not technically UN staff but on contract from the government. Therefore the
common system rules on currency of payment do not strictly apply. I would suggest that
certainly consultations among UN agencies take place to ensure alignment in practice.”

* The note is dated 25 February 2003, but was reccived in 2004,
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Scale of salaries

41.  For all entities, the level of salaries is determined according to a salary scale
communicated by the Government. No evidence was supplied to the Board that a salary
survey has ever been conducted by the UN entities in DPRK.

42. UNDP and UNFPA personnel were paid in convertible KPW until early 2004.
Since that date, payments have been made in Euro. The monthly salary is €358.50 for
national officers and from €243 to €315 for drivers, cleaners and gerdeners.

43.  Table 3 illustrates the increase in the selary scale for national officers since 2002.
These increases were requested by the DPRK authorities. The Board was not advised of
the basis for the increases, and noted that these increases were not originally budgeted
for.

Table 3
Level of salaries of locally recruited personnel (national officers)

Period Monthly salary | Monthly salary | Monthly salary Exchange rate

in US$ in Euro in KPW

1/01/02-31/07/02 23344 501.50 | 1 USS=2.15 KPW
1/08/02-30/06/03 24697 . 37,045.00 | 1 USS=150 KPW
1/07/03-30/09/03 274.85 42.601.75 | 1 Euro=155 KPW
1/10/03-31/12/03 310.70 48,158.50 | 1 Euro=155 KPW
1/01/04-March 04 358.50 55,567.50 | 1 Euro~155 KPW
From March 2004 358.50

Source: Status of salary tables for UNFPA (years 2002, 2003, 2004 and 2005) snd UNDP (2003 and 2004) locally
recruited personnel;

44.  In a letter dated 21 May 2004, the Government of DPRK requested the UNICEF
office to pay salaries of national professional officers in Euro in the amount of €375 per
month. Until that date, UNICEF was paying for local staff in US dollars and the level of
salary for national professional officers was US$375. The Board noted that UNICEF
switched to Euros but did not increase the level of salaries, since national professional
officers’ salaries are currently €358 per month.

Meal allowances

45.  The Board was informed that UNDP, UNFPA and UNICEF pay local personnel a
monthly “meal allowance™ directly (i.e. not through the Government of DPRK). The
“meal allowance” amounts to €100 per month per person. The Board is not aware of any
enabling policy for these allowances.

* Cf. UNDP Resident Representative Note for the file dated 26 April 2004

© Cf. Letter from FDRC (Government), dated 9 March 2001; Minutes of the meeting of the Operations
Chiefs of the three UN offices of WFP, UNDP and UNICEF in Pyongyang, on 6 April 2001; Minutes of
UNCounn-yTeammecﬁngomBAprilzoosobmhedﬁumﬂniMmet
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Duration of contract and separation procedures

46.  Duration of contracts varied between UN organizations and the staff seconded
from the DPRK authoritics. The UNDP Personnel Manual provides that government-
seconded officials be appointed on a fixed-term basis of two years.

47. The Board noted instances when seconded personnel were recalled by the
Government within two years. For example, a former national programme officer at
UNFPA was recalled in June 2006 with a five day notice period after nine months in
office. A letter dated June 2006 from the UNFPA China office to the Government of
DPRK mentioned the various trainings that the staff member had been provided with and
that the sudden replacement would compromise the capacity of UNFPA to deliver
tangible results on its programmes in DPRK.

48.  UNICEF had an exchange of letters with the Government of DPRK, dated 31 July
2001, confirming the Government’s agreement to its request for the provision of national
staff for a period of at least two years, with thirty days advance notice of proposed
reassignments or separations. Contrary to this agreement, several staff were recalled
before completion of their two years of assignment, as shown in Table 4 below:

Table 4
UNICEF local personnel — breach of expected term
Position Dateof entry |End of service z;'“‘“' of
Water and Environmeatal
Sanitation Programme (WES), 15 Nov, 2004 | 6 Jan, 2006 13 months
National Professional
Health, National Professional 17 Aug, 2004 |30 Apr, 2005 8 months
Heaslth, National Professional 2 May, 2005 2 Sep, 2005 4 months
Health, National Professional 18 Jul, 2005 {31 Mar, 2007 20 months
Nutrition, Nationsl professional 1 Mar, 2005 30 Sep, 2006 19 months
Nadonal Secretary 18 Jul, 2005 22 May, 2006 - | 10 months
Driver 22 Nov, 2004 |3 Sep, 2005 9 months
Driver 22 Nov, 2004 |9 May, 2005 5 months
3 Jan, 2003 15 Oct, 2004 20 months
Track Drivers 150ct, 2004 131 Dexc, 2905 14 months
15 Jan, 2006 1 Jul, 2006 5 months
1 Jul, 2006 5 Feb, 2007 7 months -
Source: UNICEF

49.  The UNICEF 2006 DPRK country office report states that “ ... there has also
been a high rotation of national seconded staff: 3 out of 5 staffs in operations, 4 out of 5
in programme and 3 ancillary staffs. This- high rotation of national staff required
significant work for the international team, as the newly seconded officers who are not
technical need to be trained in everything: understanding UNICEF programme and
procedures and working with ProMS”. .
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The Board’s main conclusions in respect of local staff are:

(a) All local staff hired by UNDP, UNFPAandUNICEmesemndedﬁomthe
Government of DPRK;

(b) Agreements entered into between UNDP and the Government of DPRK (Standard
Basic Agreement) and UNICEF and the Government of DPRK (Standard Basic
Asgistance Agreement) did not fully address local staff hiring issues;

(c) Local staff hiring practices adopted by UNDP were not supported by an
agreement with the Government of DPRK;;

(d) Staff seconded from the Government of DPRK did not consistently adhere to the
duration agreed upon with the Government (UNICEF) and/or stipulated by the
UN egency HR Manual (UNDP);

{e) Local staff salaries were pmd to the Government of DPRK, and not to the local
staff directly;

(f) Payments to the government in respect of seconded staff bave been made in
convertible Won and Euros and previously in US dollars;

(g) Clearance was provided by UNDP Headquarters personnel to make payroll
payments in Euros;

) Increaswwaemadetothemeofpuyforlocal staff for which the Board was not
provided with the basis; and

ﬁ)localstaﬂ'havebemmpxmtsofmgular ‘meal allowance’, fotwlnchno
enabhngpohcywassupphedtotheBomd. :

Foreign currency transactions

51

msmofworkfomedonwhetherthemhnesmadepaymentsﬁoloenlstnff

and suppliers in foreign currency, and whether such payments were in accordance with
the entities’ rules.

52.

The Board found that payments were made by all enfities at dlﬁ’umt times in

foreign currency, as well as convertible and non-convertible local currency’. The Board
sets out below the detailed findings.

7 For clironological record of developments regarding payments o local staff and suppliers in foreign

currency refer 1o Anpex V.
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Bank accounts maintained
53.  The bank accounts aperated by UNDP locally in DPRK are set out in Table 5:

Table §
UNDP, UNFPA, UNOPS

00136 _| Foreign Trade Bank | DPRK 1001 | KPW UNDP Representative i DPRK. (non-convertible)
00136 | Foreign Trade Bank | DPRK 1002 | KPW UNDP Representative in DPRX (convertible)
00136 | Foreign Trade Bank | DPRK 1003 | EUR UNDP Represeatative in DPRK

Source: UNDP (adapted)

54, UNDP processes payments for its own operations and on behalf of UNFPA and
UNOPS. Payments are further processed by UNDP on behalf of other UN entities.

55.  UNDP processes payments from all three bank accounts for operations in DPRK.
The accounts were generally used as follows:

(a@) The non-convertible Won bank account was used for the receipt of
Government Local Office Contributions (GLOC) from the Government. Payments made
from this account relate mainly to rental and utility costs and were paid directly to the
General Bureau for Diplomats (a department within the Govemment which provides the
country office with administrative support).

(®)  The convertible Won bank account was funded from the Euro account,
Payments from this account included, infer alia, travel costs, salaries to local staff and
sundry office costs. Payments made from this account could also be converted into cash
Euros at the bank in DPRK.

(¢)  The Euro account was funded from UNDP headquarters. Payments from
this account included, inter alia, salaries, DSA, allowances, rental, consultant costs,
sundry office costs and directly attributable project costs.
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56. = The local bank accounts operated by UNICEF were as follows:

Table 6 - Series of Bank Accounts for UNICEF DPRK

As of 26 April 2007
Bank Bank Name Current Current
reference | Account Number Currency balsnce status
ING-NEAB
160-02 | DPRK USD 0 Closed
A/CH05127
955-01 | Sesh on Hand - KW 0 |problemto
‘ -1 close
' (Inactive)
Cash on Hand ~ UsSDh ’ Closed
955-02 | pprk 0 (Inactive)
, Cash on Hand ~ Closed since
95503 | ppri Euro 0 15/06/2004
Foreign Trade
163-02 | Bank UsD 0 Closed
AJ/C # 08831402
Foreign Trade KPW
163-01 | Bank 655,844.47 Open
A/CH# 08831401
Foreign Trade Euro
163-04 | Bank ) 58,964.38 Open
A/C #08831412

Source: UNICEF (adapted)

57.  The Board’s work in respect of foreign currency transactions focused on:

(a) Banking arrangements;

(b) Procedures for disbursements; and

(c) Bank balance levels.
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Banking arrangements

58. The UNDP manual on locally recruited staff in Chapter 111, Section 10300,
indicates that “Salaries and allowances of personnel recruited shall be paid in the
currency of the duty station™ and “Regquests for payment or partial payment in convertible
currency or access to purchases in hard currency may be approved exceptionally by the
Headquarters Local Salary Steering Committee on a country-by-country basis.” The
Board noted that the UNDP country office paid salaries and allowances for local staff
from either the Euro account or the convertible Won account contrary to the
above-mentioned instruction, although UNDP contended that such persomnel were not
UN employees.

59,  The UNDP special treasury instruction on currency exchange rates issued in June
1992 includes the rule that: “7o the extent possible, all local expenditure of a field office
must be paid in non-convertible local currency and Requests for payment or partial
payment in convertible currency or access to purchases in hard currency may be
approved exceptionally by the Headquarters Local Salary Steering Committee on a
country-by-country basis.”. The UNDP Finance Manual was updated in 2000 and does
not any more contain this guidance. The Board noted that the rentals which should have
been paid out of the non-convertible Won bank account, were paid from the Euro account
and no evidence of approval by the Headquarters Steenng Committee thereof was

supplied.

60. UNDP's Standard Basic Agreement with the Government of DPRK in Article V,
provides that “Moneys payable to the UNDP ... shall be paid to the account designated
for this purpose by the Secretary-Gemeral of the United Nations and shall be
administered in accordance with the applicable Financial Regulations of the UNDP.”
The Board noted that contrary to Article 6 of the Standard Basic Agreement, UNDP
made local payments in foreign currencies.

61. Annex VI has been prepared by UNDP sxmmansmgthedxﬂ'aemtypmof
payments made. The annex highlights thst UNDP paid local staff costs, local allowances
and other local costs in Euros and convertible Won. )

62. The current Resident Representative (RR) in UNDP recently indicated to the
Board that when he assumed his assignment in Pyongyang in July 2005, the payment of
various costs in foreign currency was an established practice. He indicated that in his
understanding the advantage for government counterparts was that if they got a cheque in
Euro, they were more certain that they actually received Euro directly to their account, If
they get a convertible Won cheque, they have to convert the Won into Euro in the
Foreign Trade Bank which may take some time and they were not sure that they will
always receive the Euro. He added that another consideration may be the lack of
confidence in the Won. Especially after the economic adjustments in 2002, he understood
that inflation was high, so foreign currency would have been more secure. This was his
assumption as to why the govemment counterparts preferred Euro payments. The RR
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indicated that international staff in DPRK do not have bank accounts and to his
knowledge, neither did national staff. Accordingly, international staff were paid part of
their salary in Euro cash directly by the country office, in order to pay their living
expenses.

63.  UNICEF Financial Regulations and Rules with respect to currency transactions
are as follows:

Regulation 11.2: The Executive Director in accordance with the aims and
objectives of UNICEF, shall take the required actions to make full and
effective use of all currencies available to UNICEF.

Rule 111.12: The Comptroller may establish procedures for the
acquisition and utilisation of currencies held by UNICEF.

64.  The Board was not made aware of any specific currency rules for payments of
local staff salaries at UNICEF.

Procedures for disbursements

65. Based on the detailed transaction schedulw supplied for UNDP (including
transactions conducted for UNFPA and UNOPS)®, the Board made some preliminary
observations which are reflected below. The information supplied was not verified, and
no source documents were examined for this phase of the audit.

Payments made from Euro and Convertible Won account
66. A review of the payments from the account indicated that, in certain instances

overtime and meal allowances were paid directly to a local staff member who would cash
the cheque and distribute the cash to local personnel. As the supporting documents for

TheBoudwumplewhh‘ iled cti shedules by UNDP hesdqumters treasury for the following
categories.

() Totaldubuuuneuuﬁomtbe&mmwm;

() Totml disbursements from the KPW convertible account;

(c) Total disbursements from the KPW non-convertible account;

(d) Total disbursements made from UNDP accounts on behalf of other agencies for the period 2004-2006 (2002
to 2003 not supplied);

{¢) Totnl transaction payments to the following Government departments;

»  Generul Buresy for Diplomats

«  Ministry of Forcign Affairs

e  Ministry of Foreign Trede

(f) Total transactions to vendors identified s ‘National Staff”;

®) Smpleofmw:umsﬁunﬁeEmomfaZOM-ZOOJhdhﬂngMpaymmuwemd:mﬁxugn
currency for local salary and allowances, rental costs, utility costs and other mndry office expenses (pre-

Atlas);
(h) SmmleofhnudmnsﬁmﬁeEmnmmtfwMMm«ﬁmsMplymmummdemfmgn
currency for loca) salary and allowances, rentsl costs, utility costs and other mundry office expenses.
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these payments were not kept in the headquarters in New York, the Board was not able to
verify any controls exercised over these payments, -

Payments made to vendor “National Staff” from the Euro account

67. A review of the payment schedules supplied from Atlas (ERP system of UNDP,
UNFPA and UNOPS) indicated payments to a vendor ‘National Staff without
identifying the name of the staff. These payments primarily related to meal allowances
and overtime. It could not be determined to whom the actual payment was made without
reference to supporting documents. The Board also noted a number of instances where
there was no description of what the payment relates to on the Atlas system and it was
merely marked as *N/A’ (not applicable).

Manval payments - ultimate beneficiaries

68.  All payments made from the Euro, convertible Won, and non-convertible Won
accounts for the period 2002-2006 have been recorded as manual cheque payments. No
cheques were held in New York, therefore, in this phase, the Board did not have access to
the paid cheques. The Board was thus unsble to determine whether the cheques were
made out in the name of the vendor or for cash and therefore unable to determine what
actual cash payments may have been made to local suppliers or staff.

Payments to local suppliers

69.. A review of the payments (as extracted from the Atlas system) made from the
Euro account and the KPW convertible Won account, indicated that payments were made
to vendors which were reflected as being local suppliers. This is contrary to the UNDP
special treasury instruction of June 1992, which directs that non-convertible local
currency be used for all local expenditure.

Rentals

70.  UNICEF indicated that it did not pay any rent for the office space it occupies. At
UNDP, the monthly rentals with effect from 1 January 2007 with the Government of
DPRK was KPW 507,345 (US $3,590.12), and previously KPW 468,100 (US $3,312.41).
The Board noted that UNDP paid local rentals in foreign carrency.

Bank balance levels
71. A review was performed of the bank balances of the three UNDP accounts. The

Board noted while non-convertible Won balances were maintained, disbursements for
local costs were still being made out of the Euro and convertible Won accounts.
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Counterfeit currency

72.  In the course of the audit, UNDP staff alleged that the UNDP DPRK country
office had in its possession $3,500 of counterfeit United States currency. UNDP
indicated to the Board that “...in agreement with the US authorities, the suspected
counterfeit dollars were handed over to the US authorities on 20 March 2007 in New
York. ...” The Board did not investigate this matter further as it does not form part of the
Board’s mandate.

73.  The Board’s main conclusions in respect of foreign currency transactions are:

(a) UNDP made some payments to local suppliers and local staff (including
allowances) in foreign currency contrary to the Standard Basic Agreement and as
detailed in paras. 58 and 59;

(b) No formal authorisation was provided to exempt the UNDP country office from
compliance with the relevant instructions (paras. 58, 59 and 60); and

(c) The Regulations and Rules were not sufficiently comprehensive in dealing with
DPRK country office payments in local and foreign currencies. "

Access to projects

74.  The Board found that for activities for all entities, project access to UN personnel
only occurred in a coordinated way with the authorization and supervision of DPRK
authorities.

75. In the interest of expediting assistance with travel arrangements, the Board
requested for a note verbale (referred to in the letter in Annex 4 from the Chairman of the
AOC). This note verbale was issued by the Chef de Cabinet of the Executive Office of
the Secretary-General on 12 March 2007. In an e-mail dated 11 April 2007, the Board
was informed that on 20 March 2007, the Deputy Permanent Representative of DPRK
advised him that his government was not going to extend any cooperation to UNDP’s
audit.

Standard Basic Assistance Agreement (UNDP)

76.  The Agreement provides for access to project sites as described in the following
pertinent sections:

a. Under Section 2, Article IV (Information concerning projects), it states
that “The UNDP undertakes that the Government shall be kept currently informed
of the progress of its assistance activities under this Agreement. Either Party
shall have the right, at any time, to observe the progress of operations on UNDP-
assisted profects.”
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b. . In Section 3, “The Government shall, subsequent to the completion of a
UNDP-assisted project, make available to the UNDP at its request information as
to benefits derived from and activities undertaken to further the purposes of that
project, including information necessary or appropriate to its evaluation or to
evaluation of UNDP assistance, and shall consult with and permit observation by
the UNDP for this purpose.”

c. Under Section 1, Article X (Facilities for execution of UNDP assistance),
it also states that “ ... it shall, in particular, grant them (UNDP, its Executing
Agencies, their experts and other services performing services on their behalf) the
Jollowing rights and facilities:

c} access to site of work and all necessary rights of way ....”

77.  UNOPS projects were wholly UNDP funded projects whereby UNOPS acts as the
implementing agency for UNDP, UNOPS implements projects based on a signed project
document and budget revisions received from the UNDP country office.

Standard Basic Cooperation Agreement (UNICEF)

78. ‘ This Agreement likewise presents specific provisions allowing project site visits
as follows:

a Under Item 3, Article Il (Programmes of Co-operation and Master Plan of
Operations), it states that “The Government shall permit UNICEF officials,
experts on mission and persons performing services for UNICEF to observe and
monitor all phases and aspects of the programmes of co-operation.”

b. Under Hem 1, Article XVI (Access Facilities), it further states that
“UNICEF officials, experts on mission and persons performing services for
UNICEEF shall be entitled to:
a) To prompt clearance and issuance, free of charge, of visas,
licenses or permits, where required;
b To unimpeded access to or from the country, and within the
country, to all sites of co-operation activities, to the extent necessary for
the implementation of programmes of co-operation.”

Background-project activity

79.  One of the three focus areas of this phase of audit is whether the agencies had
adequate access to the projects they funded, as this condition is entrenched in the entity’s
agreements with the host countries and is a critical control and monitoring consideration.
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Programme Expenditures

80.  Programme assistance covered all expenditures related to projects. These
expenditures include travel, procurement of supplies, materials and equipment,
monitoring activities, payment of salaries, and other expenses that are directly charged to
the programme/projects. Table 7 shows the details of programme expenditures for each
of the four entities for 2002 to 2006. UNOPS’ expenditure is reflected on its own, but is
also included with UNDP expenditure, as UNOPS implemented projects wholly on
behalf of UNDP.

Table 7
Programme Expenditures (in US Dollars)
4 2002 2003 2004 2085 2006 Total

UNDP * 1,888,187 | 2,333,196 1,164,000 3,272,000 4,568,000 13,225,383
UNFPA 448,752 670,078 974,360 973,499 1,012,335 4,079,024
UNICEF 8,263,039 | 7.457,680 | 18,087,227 12683671 8,731,810 55,223 427
Total 10,559,978 | 10,460,954 | 20,225,587 | 16,929,170 14,312,145 72,527,834
UNOPS 731,019 261,610 (271,254) 1,341,663 2,266,597 4,329,635

Source: Agency supplied reports
* UNDP recorded programme expenditures include those that UNOPS incurred on its

behalf.
81.  Table 8 details the number of projects at the four UN entities for the years 2002 to
2006. The project statistics for UNDP also include the projects reflected for UNOPS
which is its implementing partner. ‘
Table 8
Number of active projects per eatity

Agency 2002 2003 2004 2005 2006
UNDPand 31 41 28 33 39
UNOPS
UNFPA 2 3 4 3 2
UNICEF 9 9 9 9 10
Total 42 53 41 45 51

Source: Agency supplied data
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82.  Further classification of the project modalities for UNDP is shown in Table 9
below: .

Table 9
Type of UNDP Projects

Type 2002 2003 2004 2005 2006
National Execution Project 15 23 15 17 13
(NEX)
Direct Execution Project | 3 4 4 6 13
(DEX)
Other Agencies 13 .14 9 10 13
Total 31 41 28| KX) 39

Source: Summary of UNDP’s Programme Expenditure by Disbursing Source (For Table Nos. 8 and 9,
insofar as UNDP is concerned)

83.  The projects focused on the following key areas:

(a) Economic management focusing on economic growth, foreign trade and
investment increase and generating resources for social and economic
development;

(b) Improved sustainable energy sources;

(c) Improved environmental management and contributing to sustainable use of
environmental resources;

(d) Increased food availability at the household and national levels; and

(e) Improved basic social services focusing on public health, child and maternal
health and nutrition, education, water and sanitation.

84.  For UNDP, UNFPA, and UNOPS, most of the projects were implemented directly
by the entity. UNICEF, oversees all its own programs using implementing partners.

85.  Individual listings of projects as provided by UNDP, UNFPA and UNOPS are
shown in Annex VII. UNICEF provided the Board ProMS listing of programmes, as
shown in Annex VIII

Procedures for project access

86. Through enquiry, the Board was advised by the entities that the procedure for
project visits was to request clearance or authorization from the government through the
Ministry of Foreign Affairs. Requests were made either in writing or orally. The
Ministry of Foreign Affairs then coordinated such request with the concerned ministry
(Ministry of Foreign Trade, Ministry of Land, Environment Liaison Office, other offices)
involved in the implementation of the project. It usually took a week to process the
request. Once the request for project visit was granted, an officer from the concerned
Ministry and a translator from the country office accompanied the visiting team to the
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project site. The Board was supplied with documents or reports (on a sample basis) which
provided indications that access to projects was indeed given to entity personnel.

87. Based on the information gathered from the four entities, there were no written
code of conduct between these entities and the government which indicated possible
restrictions in terms of access to projects. As described above and based on interviews,
the Board was informed that access to projects could only be conducted under the
supervision and with the approval and escort of the representatives of the Government of
DPRK.

88.  The Board noted that the control over the project access exercised by the DPRK
authorities, was not in line with Article X of the Standard Basic Agreement entered into
between UNDP and’ the Government of DPRK which provided that “the Government
shall, in particular, grant them the following rights and facilities: ... (c) access to the site
of work and all necessary rights of way; (d) free movement within or to or from the
country, to the extent necessary for proper execution of UNDP assistance ... ."

Nature and frequency of project visits

89.  Monitoring and evaluation of the implementation of projects is a critical control.
For each entity, the Board sets out below the documents, explanations and evidence
supporting the contention that monitoring/evaluation and access to projects did take
place. However, the Board did not verify during this phase, the validity of payments and
accuracy of the reports and explanations furnished as well as any comments contained in
the reports on the project planning and implementation.

90. The Board noted that in the audit undertaken by OAPR KPMG of the UNDP
office in May 1999, one of the findings was that in three out of five projects selected,
there were no field visit reports from 1994 — 1998 (Project No. DRK/92/011/A/01/99),
from 1996 — 1998 for Project No. DRK/95/001/B/01/99; and from 1997 ~ 1998 (Project
No. DRK/97/001/A/01/99). This was not in adherence to the requirement of at least one
project visit per year (in respect to all ongoing projects) and to document the visit on
relevance, performance, progress and early signs of successes and difficulties.

91. For UNDP projects, monitoring and/or cvaluation visits as applicable were
undertaken inter alia, by the country office representative, programme managers,
Regional Bureau, study tour groups or national and international consultants. Reports
submitted in support of the project site visits and monitoring and evaluation work
included:

(a)  Interim progress reports;

(b)  Assessment/mission reports;

© Field visit reports;

(d)  Final reports on projects;

(¢)  Annual project review report; and

4] Evaluation and project preparation mission.
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92,  For UNFPA l:mjects, site visits by the Country Director in Beijing were done
usually at least once in two months, the UNFPA country office at least once a month, and
at times by the Technical Support Team (Country Support Team) in Bangkok®. There
were also instances of evaluation visits done by national and international consultants.
Among the reports submitted to cover these visits included the following:

(a)  Evaluation report of UNFPA’s annual bridging programmes in DPRK for
2004-2006;

(b)  Field monitoring visit reports;

(c)  Field office trip reports; and

(d)  Mission reports on working visit to DPRK.

93.  As per the project list supplied by UNOPS, all projects were visited in 2002,
2004, 2005 and 2006 and no visits occurred in 2003. These visits were undertaken by
UNOPS Portfolio Managers and international consultants for supervision and monitoring
of project activities. The Back to Office reports were with the UNDP Country Office,
and were not reviewed by the Board.

94. In its 2006 DPRK country office annual report, UNICEF mentioned that,
“Restrictions on access to certain provinces and counties continued. UN staff need to
obtain prior clearances from the government before undertaking fleld trips even to
provinces and counties where we have access. ~ Sometimes these are denied without
assigning any reason. Combined with the barriers on communicating directly with
communities and children these restrictions seriously handicap our ability to monitor the
situation of women and children and the impact of owr interventions on the ground.”
Elsewhere in the same report, UNICEF stated that, “Limited joint field visits with
counterparts and limited access to families and caregivers does not allow for feedback
from the end-users of the services and strategies implemented. This also leads to lack of
opportunities to be in contact directly with the community to conduct operational
research such as focus group discussion technigues."”

95.  Despite these restrictions, project visits have been camried out on accessible
projects as indicated in the total number of days these staff spent in the field per year
from 2002 to 2006, based on Travel Authorisations (TA's): 2002 - 337 days (71 TAs);
2003 - 283 days (117 TAs); 2004 - 404 days (134 TAs); 2005 — 428 days (222 TAs); and
2006 — 271 days (179 TAs). Below is a list of evaluations/studies/assessments submitted
by the country office to the UNICEF HQ Evaluation Office:

(a) DPRK Nutrition Assessment 2002/002;

(b) Analysing the Causes of Child Stunting in DPRK 2003/001;

(c) Increasing Water Supply and Sanitation Coverage in Hyesan City, Ryanggang
Province 2003/003;

’Basedonimem‘ewwiﬂxBrnmhMamgu,SoutbandWestAninbrmh.AnimmdthoPnciﬁcDiviﬁon.
UNFPA. He was a former Programms Officer, UNFPA Regional Office, China who had conductad several
project site visits in DPRK.
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(d) Assessment of water supply and sanitation in Bukchong County 2004/002;
() Assessment of water supply and sanitation in Rinsan County 2004/003; and
(f) Assessment of water supply and sanitation in Unryul County 2004/004.

Field visits conducted by internal andit

96. During the year 2002 to 2006, there was no indication that field visits were
undertaken by internal auditors of all entities, although, areas in programme management
were part of the andit scope.

97.  The Board’s main conclusion in respect of project visits are:

(2) Separate basic agreements existed between UNDP, UNICEF and the Government
of DPRK to provide for access to project sites; -

(b) Project visits by UN personnel or their representatives took place only after
arrangements were made through the Ministry of Foreign Affairs;

(c) Monitoring and control visits were undertaken by personnel of all entities,
resulting in the production of various site/project reports; and

(d) Some UNICEF project visit requests were not approved by the DPRK authorities.

Review of internal audit reports:

98.  The Board performed a review of the internal audit reports issued at UNDP,
UNFPA and UNICEF. No reports were issued for UNOPS. A summary of the findings as
applicable to the areas noted above and the status of implementation as provided by
management of the entities bave been included in Annex IX.

99.  The implementation reports furnished by management indicated that for all three
entities, some findings remained under implementation or unimplemented. As previously
reported by the Board, (A/61/5/Add.1, para. 431) in its long-form report for UNDP for
the bieanium 2004-2005, the Board was concerned about the low implementation rate of
internal audit recommendations. UNICEF advised the Board two of the 15
recommendations issued by the Office of Internal Audit were not implemented as at 15
May 2007.

Conclusion

100. The Board has in this report dealt with the three focus arcas contained in its scope,
and provided findings and conclusions. Accordingly, in respect of the current scope, the
Board has not suggested any further procedures for it to perform.
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101. The findings contained in this report will be considered for inclusion in the
Board’s long-form report to the General Assembly in the current biennium. The Board
also takes this opportunity to highlight that in its previous reports it raised related
observations in respect of inter alia human resources mansgement, cash management,

procurement and project management. , @ %

( igned) Phili Séguln
First President of the Court of Aecounzp:f France

(Chairman, United Nations Board of Auditors)

Tudles

(Signed) Terence Nombembe
Auditor-General of the Republic of South Africa
(Lead Auditor)

(Signed) Guillermo N. Carague
Phxhppme Commission on Audit

31 May 2007
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I. Executive Summary
Objectives and Scope

A limited scope audit of the UNDP Office in Democratic People’s Republic of Korea (DPRK) was
conducted in the field between 2 and 13 August 2004. Due to the absence of a programme
specialist on the audit team and due to time constraints, the scope of the performance audit was
reduced and limited to an assessment of the following areas:

Management of People
Development Services
HR Administration
Procurement

Financial Resources

In OAPR’s opinion, the overall performance of the UNDP Office in DPRK was partially
satisfactory over the period 1 January to 31 December 2003.

Overall Opinion

Overall, the Office’s operations are satisfactorily managed over the period of January to December
2003 in the areas of Finance, Procurement and Human Resources Administration.

The overall rating of partially satisfactory is based on the overriding concern over the long term
sustainability of the Office in terms of office capacity.

The long term sustainability of the Office is critical given the need to increase capacity in terms of
both international and national staff for satisfactory project delivery. However, this is constrained
by the limited status of extra-budgetary resources as at the end of 2004 (sufficient for only 10
months operations) and lack of capacity and continuity of Government seconded nationa} staff who
are not competitively selected by the Office.

In an effort to increase capacity, the Office has addressed the issue using inappropriate and short
term solutions such as use of TRAC and project resources to fund staff performing Office functions:

* The Office has requested RBAP approval to use TRAC funds to recruit three international
and two national staff to effectively implement the proposed Global Fund for AIDS,
Tuberculosis and Malaria (GFATM). The request is only for one year and there is no
funding plan in place for these staff beyond the first year. This approach of funding Office
capacity from TRAC is inappropriate as TRAC funds are not being used for development
projects, but instead are being used for administrative support costs. Bearing in mind
donors apparent concern on funds not being used for humanitarian and development
interventions, in OAPR’s opinion, expenditure incurred under this Project Unit would not
conform to the purposes for which TRAC funds have been appropriated. Additionally, this
will result in inaccurate financial reporting of donor funds as project delivery figures will be
inflated and administrative support costs understated, giving misleading information that
delivery has increased with no apparent increase in authorised posts or staffing costs. This
short term solution is also not sustainable for a programme that is medium/long term in
nature as the GMS earned from administering the fund in the first year is insufficient to
cover the costs of the additional staff, beyond the first year.

= One international UNV, one national Programme Officer and one national Programme

Assistant are performing both Office and project functions, but are being funded entirely
from two projects, and not from the office administrative budget.

UNDP Office in DPRK Page 3 of 57
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Key Office positions have been filled using contracts of limited duration, or are Government
seconded staff who do not hold UNDP contracts:

The Operations Manager post which is a core and critical function for the continued
activities and long-term sustainability of the Office, has been held by staff on short term
contract modalities such as SSA and ALD funded from extra-budgetary resources. This is
not compatible with the long-term nature of the functions of Operations Manager and due to
the limited status of extra-budgetary resources, this critical post cannot be funded in the
long run; and

All national staff are seconded from the Government and are not recruited with UNDP
contracts, The Office has no control over recruitment of staff as the Government only
provides one candidate for each post and does not provide detailed qualifications, work
experience or personal details to the Office. The staff are recalled from UNDP at the entire
discretion of the Government.

In OAPR’s opinion, RBAP assistance is urgently needed in terms of a long-term strategy and action
plan to increase the capacity of the DPRK Office.

The other areas that require the Office’s attention are:

a)

b)

<)

Monitoring project outputs/objectives by consistent implementation of annual progress
reports, especially for projects of significant value;

Strengthening the transfer and monitoring process of project non-expendable inventory to
the Government via evaluation by the Office’s Contracts, Assets & Procurement (CAP)
committee, ensuring inventory lists are complete and certified by the Office/executing
agency and ensuring that project equipment is received by authorised Government
personnel; and

Implementing the recovery of support services provided by the Office to NEX/DEX
projects.

Acknowledgement

The audit team wishes to extend its thanks and appreciation to the Country Director and the staff of
the UNDP Office in DPRK for their availability and co-operation during the course of the audit.
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Ratings Summary

Category

PS

1.  Country level programme

L1, CCA and UNDAF

1.2, SRF and CCF/Country Programme
1.3.  ROAR verification

1.4, Outcome monitoring and evaluations

Not Assessed
Not Assessed
Not Assessed
Not Assessed

2. Management

- B

2.1.  Planning and monitoring
2.2.  People

Not Assessed
Deficient

3. Knowledge-sharing and implementation of practices

4. Partnerships and resource mobilisation

4.1, Partnerships within the development community
4.2, Resource mobilisation
4.3.  Government relations

Not Assessed
Not Assessed
Not Assessed

5. Support to UN coordination

5.1.  Resident coordinator role
5.2, Common services provided by the office

Not Assessed
Not Assessed

6. Advocacy services

7.  Development services

7.1, Project design, appraisal and approval
7.2.  Project monitoring

Partially Satisfactory
Partially Satisfactory

7.3.  NEX/NGO audit process Satisfactory
7.4. Country office support to project implementation Partially Satisfactory
7.5.  Management of non-core contributions Satisfactory

8. HR administration ‘ 1 ! %
8.1.  Office staff Satisfactory
8.2.  Projectfother staff Satisfactory

83, Consultants and teraporary assistance

Satisfactory

9.  Procurement, inventory and office premises

10, Financial resources

10.1. Commitments, disbursements and receipts
10.2. Banking operations and cash management
1.3, Monitoring financial resources

Satisfactory
Satisfactory
Satisfactor

11,  General administration

111, Vehicles

11.2. Travel, shipping and hospitality
11,3, Security

11.4. Registry/records

11.5. Housing (where applicable)

Not Assessed
Not Assessed
Not Assessed
Not Assessed
Not Assessed

12.  IT and communications

Note: N/A = Not Assessed, D = Deficient, PS = Partially Satisfactory, § = Satisfactory

UNDP Office in DPRK

Page § of 57
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Il. Introduction
Objectives

The audit was conducted according to the audit approach to CO audits which objectives are
summarised as follows:

1. To provide senior management with a holistic assessment of CO performance that identifies
significant constraints, if any, preventing COs from achieving fully satisfactory performance.

2. To provide Office management with feedback, both positive and negative, on the Office’s
performance and potential for improvement taking into account lessons from experience within
the Office as well as from elsewhere.

3. To strengthen accountability for good and poor performance by documenting findings and
reporting resuits for follow-up by senior managers.

4. To verify results reported by COs, such as those contained in the ROAR and MRF, which will
enable bureaux to better target their monitoring and support activities, and glean lessons for
improving performance across ati COs.

5. To assess CO compliance with Executive Board decisions, UNDP Financial Rules and
Regulations and UN Staff Rules and Regulations in order to protect the accountability of the
Administrator to the Executive Board and the Secretary-General and report instances of non-
compliance for information and consideration of performance measures.

Scope and Approach

The audit was conducted in accordance with the document - OAPR Guide to Assessing and
Improving CO Performance, which is available on OAPR’s Intranet site.

Period of Audit Mission

The audit covered the period of I January to 31 December 2003 and was conducted in the field
between 2 and 13 August 2004,

Audit Team

The audit team included two QAPR staff and one auditor on loan from the international audit firm
Ernst & Young in Malaysia:

« R O\ PR /R ASC-Malaysia
+ AN - O PR/RASC-Malaysia
* IR - st & Young, Malaysia

The audit team did not include a programme specialist, which would have permitted coverage of
programme areas.

Office Management = Redacted by the Permanent
Subcommittee on Investigations

The Office’s management team is comprised of:

. RR/RC from August 2002 to July 2004;
. Country Director since December 2001; and
- , Operations Manager since July 2003.

UNDP Office in DPRK Page 6 of 57
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lll. Operational Overview

DPRK is a country in a special development situation. The population of DPRK has suffered from
food shortages and a decline in general health and welfare standards due to changes in external
circumstances, i.e. loss of traditional partnerships with socialist countries since the late 1980°s, and
a series of severe natural disasters throughout the second part of the 1990°s. The country has also
suffered from imposition of economic, diplomatic and other sanctions. The extent of the countries
difficulties is indicated by a 50% drop in gross domestic product between 1992 and 1998 to just
over $10 billion."

Economic constraints and natural calamities have led to a rapid erosion in the quality of economic
infrastructure. The energy sector has been severely disrupted, partly due to the flooding of
coalmines and partly due to a lack of fuel supplies. This has led to a severe disruption of
agricultural and industrial production. Although having recovered since 1997, agricultural
production is around hall what it was in the 1980s. The reduced capacity of the country to obtain
commercizil imports has led to a sharp decline in the availability of food, and to a great deal of food
insecurity.”

DPRK receives extensive humanitarian support from a variety of bilateral and multilateral donors.
Humanitarian assistance is largely in the form of food aid through the World Food Programme
(WFD), which avcraged over $200 m annually over the last four years. The amount of food aid was
estimated at approximately $2 billion between 1995 and 2003. WFP and FAO estimates suggest
that the country has a food deficit of 1 m tonnes of grain per year.”

The re-emergence of the nuclear issue in Qctober 2002 has resulted in deterioration in the relations
between DPRK, Republic of Korea, Japan and the United States. This has resulted in continued
reluctance of some donors to provide humanitarian assistance. Most donors are reluctant to support
rehabilitation and development activities until the nuclear issue has been resolved. The negative
impact of the nuclear issue was compounded by the Severe Acute Respiratory Syndrome (SARS)
epidemic in 2003, due to DPRK s proximity to China.*

The first CCA for DPRK was finalised in March 2003 and was a collaborative product of the
UNCT, Government, resident NGOs, non-resident agencies and other development partners. The
joint UNCT/Government Steering Committee was co-chaired by the RC and the Scerctary General
of the National Coordinating Committee. Seven Joint Thematic Groups were established
identifying the following priority areas:

a) Food Security

b) Health & Nutrition

¢) Water, Environment & Sanitation
d) Education

e) Gender

f) Development Cooperation

¢) Energy & Environment

! Second CCF (2001-2004)

%2003 CCA

® Country Programme (2005-2006)

* Resident Coordinator Annual Report for 2003

UNDP Office in DPRK Page 7 of 57
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The UNDAF is planned for 2004/2005. Several short term formulation missions on the UNDAF
have been undertaken.

The following UN Agencies are represented in DPRK:

As of 30 Apr. 04 Parsonnel

1 WFP 40
2 UNICEF 10
3 UNDP 5
4 WHO 3
5 UNFPA 1
6 FAQ 1
7 OCHA 1

Total ® 61

IAEA had consultants in the country until late 2002. None of the UN Agencies share common
premises with UNDP.

The CCF (2001-2004) identified three areas of concentration which were agriculture, energy and
transport.

The draft country programme (CP) document (2005-2006) reflects the intention of the UNCT to
harmonize programming periods and lay the foundation for a possible CCA and UNDAF. The
funding of the CP amounts to $22 m, of which $16 m is regular resources and $6 m is from other
resources {GFATM of $5 m and GEF of $1 m). As at July 2004, the CP has been submitted to the
Executive Board Secretariat for approval in September 2004.

A critical role of the proposed two-year programme is to build the human capacities and knowledge
base needed for adjustments in three areas:

a) Rural sector and natural resource management;
b) Economic management; and
¢) Social sector management

Due to the extensive humanitarian support and food aid, the former RR/RC was a WEP staff
assuming the functions of WFP Representative and Humanitarian Coordinator.

Internet connectivity to the Office was only available to the Office in September 2003, with the
VSAT instatlation.

$ UN Security Plan as of September 2003, Consists of international staff only, including UNVs.

UNDP Office in DPRK Page 8 of 57
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Programme Resources

Areas of Activities for Ongoing Projects

%

E & Govemance # Poverty
i = Envirenment & Gender
# Spedial Dav. Situations 8 Other

As at December 2003, there were 31 on-going projects with a total budget value of $12 m. The
largest share of programming resources is to Environment (48%) and Poverty (30%). This is in line
with the CCF (2001 to 2004) where focus is on environmentally sustainable development towards
reducing poverty and improving the well being and security of the poor.

NEX and Government Counterparts

Execution Modalities Modality of NEX Delivery
0%

48%

100%
| if é\ggncies (excluding UNOPS)  Direct Paymants # Advance Payments
! ’NEX
! DEX

Out of the total budget value of on-going projects of $12 m, 48% is NEX, 40% is executed by
UNOPS, 8% is DEX and the remaining 4% by other agencies. The Office is providing 100%
support services to NEX projects in terms of direct payments.

The Office’s main Government counterparts are the Ministry of Foreign Affairs and the General
Bureau for Cooperation with International Organisations, Ministry of Foreign Trade.

UNDP Office in DPRK Page 9 of 57
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Performance Indicators

Level of Programme Responsibilities

RBAP UNDP

Average DPRK
Number of ongoing projects 49 31
Number of programme personnei 38 6
Number of Projects per programme 13 5
personnel i
Annual Project Expenditure per 344 314
programme personnei {$000s)
Average budget value per ongoing 1.342 390

project (in $000s)

The number of on-going projects in DPRK of 31 is significantly lower than the RBAP average of
49 projects. Due to the small number of programme staff, the Office handles a significantly higher
number of projects per staff (5) compared to the RBAP average of 1.3. However, in spite of the
higher number of projects, project expenditure per staff in DPRK of $314 k, is less than the regional
average of $344 k.

Due to the lower number of projects and project expenditure in DPRK, the average budget value per

on-going project of $390 k is significantly lower than the regional average (30% of the regional
average of $1,342 k). Furthermore, 80% of project expenditure in 2003 relates to only 10 projects.

Local Office Costs

RBAP UNDP

Average DPRK
Sr?lit) adjustment index (for reference 25 386
Admin. Costs over Project Expenditure o N
(exctuding intemational staff) B.7% 15.3%
Number of local personnel 33 22
Total Admin. Costs per Local Staff 24 13
($000s)

The ratio of annual office costs to annual project expenditure of 15% in DPRK is much higher than
the RBAP average (9%). The main reason for this higher ratio is because of a decrease in project
expenditure in 2003 of almost 50% compared to 2000 levels, whereas, office expenditure has more
or less remained constant at approximately $289 k compared to 2000.

The number of local staff in DPRK (22) is much lower than the regional average (33). The office
cost per local staff is fow, at only $13 k per staff as compared to $34 k for the RBAP average. This
is due to the fact that only 12 out of 22 local staff are funded from office administrative resources,
(The other 10 staff are funded as follows - 7 from projects, 2 by the Government and 1 from the RC
budget). Furthermore, local staff do not hold UNDP contracts and hence, the Office only bears the
cost of the average monthly salary of $285 and meal allowance of $120 for the 12 staff. The Office
pays no other benefits such as pension fund and MIP.

UNDP Office in DPRK Page 10 of 57
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Support to the UN System

RBAP UNDP
Average DPRK
Average monthly vouchers for UN 556 74
agencies {(number of vouchers)
Total average monthly vouchers
(number of vouchers) 988 147
Admin. support to UN 56.3% 50.3%

Majority of administrative support services are for two resident UN Agencies (FAO and UNFPA)
and also for UNOPS as an executing agency. The Office’s level of administrative support to UN
Agencies is slightly lower than the regional average, partly due to the fact that the two largest
Agencies (WFP and UNICEF) have their own support staff.

Global Staff Survey

All national staff are seconded by the Government and do not hold UNDP contracts. National
seconded staff have not been required to participate in the Global Staff Survey as this is a
requirement only for 100, 200 and 300 series staff. As such, there have been no staff survey results
for 2002 and 2003 as there were no such contract holders in UNDP DPRK, other than the Country
Director who participated in the Survey.

UNDP Office in DPRK Page 11 of 57
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IV. Detailed Assessment

1. Country Level Programme Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed

UNDP Office in DFRK Page 12 of 57
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Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

UNDP Office in DPRK
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2. Management Deficient

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

Overview

As at 31 December 2003, the Office staffing consists of two international staff, 22 national staff
(three National Officers and 19 General Services staff) and one SSA.

The international staff consisted of the RR/RC and the Country Director. There are no Deputy
posts in the Office as the two deputy posts of DRR-Programme and DRR-Operations were
combined during the downsizing exercise in 2001. The post of DRR-Programme was upgraded
into a Senior Deputy Resident Representative and subsequently converted to a Country Director
post. This was because the former RR/RC was a WFP staff assuming the functions of WFP
Representative and Humanitarian Coordinator. As he was predominantly involved with WFP
management and humanitarian assistance, the management of UNDP programme and operations
was solely handled by the Country Director.

The Operations Manager post was held by a staff on a short-term contract (SSA). This post was
converted to a one year ALD contract in March 2004 with Headquarters approval. In 2003, there
was no ARR-Programme. However, Headquarters has since approved this post. The post
description has been finalized at Headquarters in July 2004 and the post is expected to be advertised
shortly.

The national staff are seconded by the Government and are not recruited with UNDP contracts.

National staff can be recalled anytime at the discretion of the Government. The staffs are funded
as follows:
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Funding No. of Staff

DPVC 10
PROJECT B
DFXB
GOVT (1) 2
GCCC (2) 1
RC 1
Total 22

(1) The staff’s salary is fully paid by the Government.

(2)The staff is a driver who is funded from a Government
Cash Counterpart Contribution (GCCC) paid by the
Government in 2002. The GCCC is now reflected as a
project in Atlas.

Out of the 22 staff, there are 12 Office staff, five drivers and five cleaners/gardeners. Seconded
staff are recalled entirely at the discretion of the Government. Hence, the Office has no control
over the hiring of staff and length of service of staff. As at August 2004, eight staff have more
than five years service with UNDP, with the two longest serving staff having almost nine years
service. The remaining 14 staff have less than five years of service. The gender distribution of
national staff is 60% male and 40% female. Refer also to Section 8.1 — Office Staff.

Re-profiling Mission

A re-profiling mission was undertaken in mid 2002, to validate the proposals from the 2002 Key
Results Strategy Paper for UNDP DPRK prepared by the Office in June 2002. A Re-profiling
Action Plan was submitted by the team leader to the Office in January 2003. However, no formal
report was issued as per the BoM website,

Alignment of Job Functions with Office Requirements
Job descriptions have been created for all posts and job functions aligned with Office requirements:

* Finance — currently there is a Finance Officer, assisted by the Registry/Finance
Assistant. The Office is considering moving the PSU staff to Finance, to increase the
capacity from two to three.

= Registry/Reception - currently, there are two staff performing this function
independentily. These two roles will be combined when the current Receptionist is
withdrawn and a replacement given by the Government.

Vacancies

As per the Organigramme, the positions of two Chief Technical Advisor posts (funded from
projects) and a Programme Assistant-RC Coordination (funded from the RC budget) are vacant.
The status of the recruitment of these posts is as follows:

®  Chief Technical Advisor (Agriculture Rehabilitation and Environment Protection) & Chief
Technical Advisor (Enhanced Capacity Development) — recruitment of these positions is
on-going as there is difficulty in attracting qualified candidates on a long term basis due to
living/working conditions in the country, and situations where selected candidates have not
been given visa approval by the Government.

= Programme Assistant for RC Coordination — UNDGO has verbally indicated the possibility

that a UNV position could be funded from the RC budget. The Office will include this post
in the 2005 RC budget.
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Learning Plan

The Operations Manager has been made the Learning Manager since July 2003. A Learning Plan
was developed based on a training needs assessment of each staff. Scheduling of training however,
is constrained by the requirement of the Government for all staff leaving the country for training to
be accompanied by another staff of the same gender. This constraint of sending two staff at a time
(for training that may not be relevant to the accompanying staff} also reduces the funds available for
training.

Global Staff Surve

As all national staff are seconded from the Government and do not hold UNDP contracts, they have
not been required to participate in the Global Staff Survey as this is a requirement only for 100, 200
and 300 series staff. As such, there have been no resuits for the staff survey of 2002 and 2003, The
Country Director is the only such contract holder and has participated in the Survey.

RCA

The RCA process has not been implemented by the Office as the reaction from the Government in
the past was negative. In the absence of the RCA, a training needs assessment was done for each
staff and incorporated in the Learning Plan.

Corporate Issues

Use of ALD to Hire Qperations Manager

Since 2002, there has been a lack of continuity in the post of Operations Manager as the position
has been filled by staff on short-term contracts as follows:

Position Staff Period Contract Type Duration
DRR-0O Neil Reece- 2000-2001 Fixed Term 12 months
Evans
Operations Jaginder Mar 01 to Aug 01 SSA 5 months
Manager Kanwar
Yoianda Dubois Jan 02 to Jui 02 UNV 7 months
Naomi Scott Jul 02 to May 03 SSA 11 months
Sara Adams Jul 03 to present SSA & ALD 13 months

In March 2004, the Office requested and obtained approval from Headquarters for the post to be
converted to a one year ALD-4 contract modality which will result in the post being continuousty
filled by the same staff for approximately two years, from July 2003 to March 2005. The Office
was able to fund the ALD post from extra budgetary resources for one year with the assistance of
WFP, as 30% or $45 k of the cost for the year was shared with WFP in line with the Inter-Agency
Mobility Programme which allows staff from UN Agencies to switch from one agency to another
(the current Operations Manager is a WFP staff on special leave without pay). This arrangement
gives rise to the following concerns:

a) The Operations Manager position is a core and critical function for the continued activities
and long term sustainability of the Office. Short-term contract modalities such as SSA and
ALDs are not compatible with the long-term nature of the functions of Operations
Manager; and

b) Taking into account projected income and expenditure in 2004, the estimated status of
DPXB as at end 2004 is sufficient for only another 10 months of operations. Hence, the
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Office is unlikely to be able to fund this post from extra budgetary resources on a long term
basis, beyond the expiry of the current Operations Manager’s contract in March 2005.

In OAPR’s opinion, the critical position of an Operations Manager cannot be nationalized given
that all national staff are seconded from the Government and hence, the selection process is not
competitive or based on relevant qualifications for the post. Furthermore, the length of service of
national staff is not fixed as staff can be recalled at the discretion of the Government. (Refer to
Areas Requiring Action — Selection Process of Office Staff). Consequently, the post of an
international Operations Manager is necessary for the continuity of the Office and funding to this
effect needs to be secured by RBAP.

Good Practices
None.
Areas Requiring Action

TRAC Funds Used for Administrative Support to Projects

UNDP DPRK has been designated as a Principal Recipient of the Global Fund to fight AIDS,
Tuberculosis and Malaria (GFATM), as required by the GFATM Board for countries where special
conditions have been imposed. The Grant Agreement has yet to be signed. As at August 2004, the
Office is preparing for the audit/evaluation by the Grant Fund auditors, as required by the Grant
Agreement. As per the Country Programme (2005-2006), total funds of $5.5 m are expected from
GFATM.

The Office does not have the capacity to implement the Grant. To increase capacity, the Office is
proposing to recruit three international staff and two national staff to be funded from TRAC. (The
Office has submitted a project document to RBAP for approval to set-up a Technical Assistance
Project Unit for these administrative support services to be funded from TRAC amounting to
$240k. The Project Unit is initially for one year and the Office has confirmed that it will
subsequently ask for extension for another year).

In OAPR’s opinion, using TRAC resources to fund additional Office capacity is not appropriate.

TRAC funds are specifically for development projects and not for funding administrative support
costs. Bearing in mind donors apparent concern on funds not being used for humanitarian and
development interventions, in OAPR’s opinion, expenditure incurred under this Project Unit would
not conform to the purposes for which TRAC funds have been appropriated.

Additionally, this approach of using TRAC funds results in inaccurate financial reporting of donor
funds. Administrative support costs will be reported as project expenditure, i.e. project delivery
figures will be inflated, whilst support costs figures will be understated. This inaccurate reporting
would be misleading to donors, giving the wrong impression that delivery has increased while there
has been no apparent increase in the authorized posts or staffing costs of the Office.

Furthermore, this approach is a short-term solution to a structural issue of a medium/long-term
nature. The use of TRAC in the first year of the project is not sustainable to deliver the GFATM
project, as the estimated GMS earned by the Office from administering the funds in the first year is
$71 k (2.67% of the estimated amount to be mobilized in the first year i.e $3 m), which will be
insufficient to cover the cost of these staff beyond the first year of the project.

Recommendation 1
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The Office should not enter into the Grant Agreement if it is unable to secure long term funding to
increase office capacity that would permit to satisfactorily deliver the requirements of the
Programme. The Office should:
a) Prepare a feasibility study of the resources needed to fund the additional office capacity to
deliver the GFATM programme in the long run; and
b) Seek advice/support from RBAP on options available (other than TRAC) to secure funding
as per the feasibility study, for the entire life cycle of the programme and not just for the
first year.

Staff Performing Office Functions Funded from Projects

As at December 2003, there are three international UNVs and seven national staff charged to
projects. Out of these ten staff, three staff consisting of an international UNV Procurement
Specialist, one national Programme Officer and one national Programme Assistant are performing
both office and project functions, but are being charged entirely to two projects (12256-AREP and
12273-GIS/RS), instead of the Office Administrative Budget. The staff have been funded from
projects due to the limited extra-budgetary resources available (as at end 2004, the status of extra
budgetary resources is sufficient for only 10 months of operations).

To address the issue of limited extra-budgetary resources, the Office has previously explored the
possibility of funding existing office posts through the following avenues:

» Expanded UNV Programme, incotporating a national UNV component in collaboration
with UNV Bonn, to secure fully-funded UNVs by donors.
= Recruitment of a JPO (Programme Development & Evaluation Officer).

However, the Office lacked a senior programme staff (ARR~Programme level) to supervise an
expanded UNV Unit (a prerequisite for fully funded UNVs) and the JPO post.

Recommendation 2
The Office should:

a) Seek advice/support from RBAP on alternative options to increase extra-budgetary
resources to fund these project staff performing office functions, until such time that the
Office is able to generate it’s own extra-budgetary resources;

b) Ensure that staff performing Office functions are charged to a management project (extra
budgetary resources) in Atlas instead of a development project; and that the costs of support
services provided by these staff to projects is recovered in accordance with the Policy of
Cost Recovery from Regular and Other Resources issued by BoM effective January 2004.

¢) Revisit its efforts to recruit JPOs and fully funded UNVs to expand the existing capacity,
especially once the ARR-Programme post is filled and there is additional supervisory
capacity in place.

Selection Process of Office Staff

The Office does not control the hiring of national staff and the fength of their service of such staff.
All national staff are seconded from the Government and are not recruited by UNDP. The
Government only provides one candidate for each post and does not provide detailed qualifications,
work experience or personal details to the Office. As such, there is no basis for the Office to align
qualifications of staff with post descriptions. Additionally, seconded staff can be recalled at
anytime at the discretion of the Government.
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In 1998, the UNCT initiated discussions with the Government to introduce competitive recruitment
of staff under UNDP contracts, to reduce turnover of seconded national staff and to build
institutional memory and capacity. However, the reaction from the Government was negative. In
mid 2004, the Office has initiated action with the Government to allow UNDP to interview staff
who are to be seconded and to determine their level of proficiency in English. The Government has
reluctantly allowed this, however, efforts by the Office to reject unsuitable staff have not been
successful.

Recommendation 3
In line with current efforts to improve the selection process of Government seconded staff, the

Office in collaboration with the UNCT, should initiate discussions with the Government to
competitively recruit staff under UNDP contracts

Implementation of RCA process

The RCA process as a management tool for performance evaluation and vacancy management has
not been implemented by the Office, as in the past, the reaction by the Government to this proposal
was negative.

Recommendation 4

The Office should ensure that the 2004 RCA process is carried out in 2005 by the Operations
Manager for operations posts, and the Country Director for programme posts, in line with current
efforts to improve the selection process of Government seconded staff.

Other issues

None.
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3. Knowledge-sharing and Implementation of PracticesNot Assessed

Overview

Not Assessed

Corporate issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed
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4. Partnerships and Resource Mobilisation Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other issues

Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other issues

Not Assessed

Overview

Not Assessed
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Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed
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5. Support to UN Coordination Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed
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6. Advocacy Services Not Assessed
Qverview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Qther Issues

Not Assessed
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7. Development Services Partially Satisfactory

Overview

There were a total of 11 projects approved in the year 2003 totaling $3m with nine projects
reviewed by the local Programme Appraisal Committee (LPAC) in 2003 and two in 2002.

A review of four projects totaling $2.2m indicated that the logical framework linking the inputs,
activities, outputs and outcomes of the SRF were prepared and supported by detailed budget of the
inputs.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

Broader Participation Required in the LPAC

In the year 2003, the Office LPAC functions can be further strengthened to be more effective in the
project appraisal process. In the review of four ($2.2m) out of eleven projects that were approved
in the year 2003, it was noted that:

= The LPAC consists mainly of UNDP personnel with the exception of one instance where
there is participation by a FAO representative (for project DRK/03/008 - Propagation of
Grass-feeding Animals)

v Two projects, DRK/03/004 - Enhanced capacity for GIS/RS- Phase I and DRK/03/002 -
Strengthening IT & EMC in DPRK, have no documented inputs from partners independent
of the project preparation process such as the UN agencies, donors, technical specialist or
civil societies. Inputs from RBAP were of an informal nature and were not documented

® The final project document for DRK/03/002 - Strengthening IT & EMC approved on 6
January 2003 was not reviewed by LPAC. The LPAC had reviewed an initial draft project
document six months prior.

As of 1 January 2004, project approval is no longer carried out at the Office level. All project
approvals are being done at the HQs level (refer to Executive Board decision ref: DP/2004/14 dated
9 March 2004), so as to strengthen monitoring of the projects and to ensure that the resources
allocated are used for humanitarian and development interventions.

Recommendation 5

The Office should ensure that the composition of the LPAC includes representatives or
development partners who are independent of the immediate project preparation process such as
UN Agencies, donors, technical specialists, civil societies to appraise the quality of project design.
When the approval authority resumes at the Office level, all project documents should be reviewed
by the LPAC prior to final approval by the Country Director.
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Other Issues

None.

Overview

As at 31 December 2003, the Office has a total of 31 ongoing projects representing a total budget
value of $12 m. The total expenditure for these ongoing projects in the year 2003 totalled $2 m of
which 81% were incurred by ten projects. For the remaining 21 projects, 15 projects are due for
completion in the year 2004 and six in the years 2005 and 2006.

The majority of the above on-going projects are executed by the Government (NEX) and by
UNOPS, which represents 48% and 40%, respectively, of the total on-going project budget. There
are no advances for the NEX projects and the Office undertakes procurement of goods and services
on behalf of the NEX projects (refer to section 9 — Procurement). DEX projects represent 8% of the
total on-going project budget and other UN agencies execution for the remaining 4%.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

DRK/97/001 — Inadequate Monitoring on Project Equipment Transfer to Government

In OAPR’s opinion, proper monitoring of project equipment by the Office in the DPRK is crucial so
as to be in line with the Executive Board’s request (ref: DP/2004/14 dated 9 March 2004) for
UNDP to ensure that resources could not be utilised for purposes not envisaged under the projects.

In the review of eight ongoing projects, it was noted that for project, DRK/97/001/01/99 -
Environment and Industrial Pollution (NEX), the total disbursements for non-expendable equipment
since the start of the project in 1997 was $660 k. Items procured for this project are transferred to
the government on an annual basis.

A review of the documentation on the transfer of project equipment available in the Office indicates
the following:

® The transfer of $299 k of non-expendable equipment for the year 2002 and 2003 was
authorised by the Programme Officer, without the review of the CAP and approval of the
Country Director; and

= There was no documentation available in the Office to support the transfer of $169 k
(disbursed in the years 1997 and 1998) of non-expendable equipment.

Recommendation 6
The Office should ensure that disposal/transfer of project equipment to the government for items of

asset value above $1,500 per item is properly reviewed by the CAP and approved by the Country
Director. All documentation should be maintained on file.
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Non-submission of Project Inventory List and Incomplete Inventory List Submitted

In the review of eight on-going projects, the following was noted:

» DRK/99/001 (AREP Support Project executed by UNOPS) - There is no project inventory
list available in the Office. A total of $238 k was disbursed for non-expendable equipment.

= DRK/00/G35 (Biodiversity at Mount Myohyang executed by UNOPS) - A total of $178 k
was disbursed by the project for non-expendable equipment, however, the project inventory
list certified by the government reflects only $2 k of the project equipment. In the absence
of the Programme Officer in charge of the project, the Office is unable to explain the
difference of $176 k.

Recommendation 7

The Office should ensure that the executing agency (UNOPS) submits on an annual basis at
minimum, a certified and complete project inventory list.

List of Equipment Procured

A list of equipment procured for the projects from 2001 to 2003 was submitted to HQs in 2003.
The list was requested because the donor countries wanted to be informed of the manner in which
their funds were utilized. This list detailed the equipment purchased by projects, the projects’
objectives, purpose of the equipment, their cost etc. However, this list has yet to be updated
subsequent to its preparation.

Recommendation 8

The Office should ensure that project personnel update the equipment list to facilitate the
menitoring of equipment purchased, i.e. to conduct physical stock check and site visits, to ensure
that programme resources are utilized for their intended purpose and the donor funds are being
utilized appropriately and accounted for. The practice would also reduce the time required to
update ad hoc reports requested by the donors.

Annual Progress Reports {APRs)

The annual progress report for the following two projects that represent 20% of the total project
delivery for the year 2003 were not prepared by the Office:

= DRK/02/002/01/34 - Capacity Building for Development Cooperation (DEX), total project
expenditure for 2003 of $281 k; and

= DRK/02/003/01/99 - Sweet Potato Cultivation and Processing (NEX), total project
expenditure for 2003 of $172 k

The 2003 APR for project DRK/97/001/01/99 - Environment and Industrial Pollution (NEX) that
was prepared by the General Bureau for Cooperation with International Organisation (GBCIO) does
not provide details on the project progress towards project outputs/objectives.

Recommendation 9

The Office should ensure that Annual Progress Reports are prepared by the executing agency. The

APR should report on the resuits in achieving the project objectives and should include statements
on the progress towards the project outputs/objectives.
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Unexplained Over-Expenditure Totaling 875k for Project DRK/02/004

Project DRK/02/004 - Cottage Industry PWTGC-Phase II is executed by UNIFEM and funded from
TRAC ($86 k), SPPD (375 k) and SDC ($60 k). The total project expenditure for the project as at
31 December 2003 totals $295 k against a total project budget of $220 k resulting in an over-
expenditure of $75 k. Upon Office follow-up in March 2004, UNIFEM responded indicating that
the over-expenditure will be further looked into. The last Office follow-up with UNIFEM was on
25 May 2004. Some two months after the last exchange of e-mails, the matter is still pending.

Recommendation 10

The Office need to further follow-up with UNIFEM to obtain clarifications on the over-
expenditures totaling $75 k for project DRK/02/004 — Cottage Industry PWTGC-Phasell.

Other Issues

None,

Overview

In December 2003, the Office submitted its NEX audit plan covering six projects with project
expenditures totalling $752 k for the year 2003. All the NEX audit reports were submitted to
OAPR close to the deadline of 30 April 2004.

As per prior years, the NEX audits were carried out by the national audit authority, Audit Group of
the Ministry of Finance, in April 2004. The scope of the audit included a review of the project
progress, assessment of the project internal control system and certification of the project CDR.

The OAPR NEX Evaluation Letter of July 2004 covering the NEX audit exercise for the year 2004
(2003 expenditure) rated the NEX audit exercise as satisfactory with a rating of 5 (on a scale of 1 to
5, 5 being fully satisfactory). In addition, the Office action plan for 2003 NEX audit results
(covering expenditure for 2002) was evaluated satisfactory.

As at the time of the audit, the action plan to address the issues highlighted in the 2004 NEX audit
reports (2003 expenditure) was still outstanding and the Office had indicated that the action plan
would be prepared and submitted by the deadline of 15 September 2004.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

None.

Other issues

None.
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Overview

A total of $12 k in support services was recovered from UN agencies (FAO, UNFPA, UNOPS,
ESCAP, WHO and UNESCO) and $9 k was recovered for GMS.

However, in the year 2003, there was no recovery for support services rendered for project
implementation.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

Recovery of Implementation Support Services

Based on estimates of support services provided to NEX/DEX projects in 2003, the approximate
costs that could have been recovered by the Office for support services provided in the areas of
Finance, Human Resources and Procurement are as follows:

Area Level of Support Provided Approximate

Cost*

Finance 378 vouchers processed in 2003 for Government @ $8 3,024

Human Resources 9 SSA contracts issued in 2003 for projects @ $6.40 57

Procurement 10 purchase orders issued in 2003 for projects @ 458
$45.80

Total 3,538

* Based on established rates in the Universal Price List effective January 2003 for DPRK (low cost
category)

Recommendation 11

The Office should ensure that costs of rendering support services to NEX/DEX projects is fully
recovered on the basis of the Universal Price List as per Policy on Cost Recovery from Regular and
Other Resources issued by BoM effective January 2004,

Other Issues

None.

Overview

As at July 2004, there are nine trust fund and cost sharing agreements totaling $2m signed by the
Office with donors contributing to projects that were on-going as at 31 December 2003.
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A review of four cost sharing and trust fund agreements totaling $1.3m indicated that:

= A 3% COA for the administration of these funds (now called GMS) is built into the
agreements;

=  The terms and conditions of the agreements are consistent with UNDP practices; and
= The agreements were duly signed by authorised officials.

Corporate issues

None.

Good Practices

Norne.

Areas Requiring Action

None.

Other Issues

None.
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8. Human Resources Administration Satisfactory

Overview
The Operations Manager is responsibie for Human Resources administration.

As at December 2003, there was a total of 22 local office staff. There are eleven staff in
Programme and an equal number in Operations, There are 19 General Services staff and three
National Officers. All three National Officers are in the Programme Section. The Office staff are
funded as follows:

Funding No. of Staff

DPVC 10
PROJECT
DPXB
GOVT (1)
GCCC(2)
RC
Total

n
Nl =ivivie

(1) The staff's salary is fully paid by the Government.

(2) The staff is a driver who is funded from a Government
Cash Counterpart Contribution (GCCC) paid by the
Govemnment in 2002. The GCCC is now reflected as
a project in Atlas.

All national staff are seconded from the Government and are not recruited with UNDP contracts.
Staff are seconded from three Government bodies, i.e. the Ministry of Foreign Trade, the Ministry
of Foreign Affairs and the General Bureau for Affairs with Diplomatic Missions. Seconded staff
are assigned and can be recalled entirely at the discretion of the Government. Hence, the Office has
no control over the hiring of staff and the length of their service. As at August 2004, eight staff
have more than five years service with UNDP, with the two longest serving staff having almost nine
years service. The remaining 14 staff have less than five years service,

There is no UN salary scale in DPRK. The cost of the monthly national staff salaries is paid
directly to the respective Government bodies based on the Government salary scale. In 2003, the
Government had two salary increases in July 2003 and October 2003, amounting to a total increase
of 30%, which was agreed by the RR/RC on behalf of all UN Agencies and international NGOs.
The salary per month for local staff are as follows - $310 for office staff, $273 for drivers/gardeners
and $210 for cleaners. The average monthly salary for the 22 staff is approximately $285 per staff.

Staff are also entitled to meal allowances of Euro100 per month ($120 per month), which are paid
directly to the staff, and not to the Government. Their annual leave entitiement is 14 days.

No APP has been formed given that local staff are not recruited or promoted by the Office.
Refer also to Section 2.2 — Management of People.

Corporate Issues

None.

Good Practices
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None.

Areas Requiring Action
None.

Other Issues

None.

Overview

As at December 2003, there were three international UNV project staff hired by the Office
consisting of a Forestry Specialist, a Procurement Specialist and a Finance Specialist. In 2003,
there was also an UNV IT Specialist hired by the project for a six-month period in 2003 (excludes
local project staff seconded by the Government and covered under Section 8.1 — Office Staff).
Terms of Reference of positions were sent to UNV Bonn for identification of candidates.
Potential candidates were short-listed and selected by the Office and Government. All UNVs are
holding contracts issued by UNV Bonn and are paid the Volunteer Living Allowance.

In 2003, 25 SSAs were issued to 17 individuals. 17 contracts related to International Consultants
and eight contracts were issued for Temporary Assistants. Nine SSAs related to projects, 12
contracts were for the office and four contracts were for staffing of the UN Dispensary.

The recruitment process for international consultants was transparent and the Office used
Headquarters, SURF and other UN Agencies to source for candidates. Selection was based on the
qualifications and experience of the consultants.

Due to Government restrictions, no national staff can be recruited directly by the Office.
Recruitment for temporary assistance positions are from qualified persons already located in DPRK,
i.e. family members of the international community (UN Agencies, Embassies and NGOs). In
2001, the UNCT established a Local SSA Salary Scale, which was updated in 2004 based on the
requisite qualifications and job functions. The scale is denominated in Euros and will be reviewed
annually by the UNCT.

In 2003, no SCs or ALDs were issued during the year to project staff, international consultants or
temporary assistance.

Refer also to Section 2.2 — Management of People.
Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

Documentation and Contract Management
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From a review of nine out of 17 contracts issued for consultants, the recruitment process was
transparent. Even though the documentation to support the transparency of the recruitment process
and awarding of contracts was available in the project files, the documentation was not complete in
the Human Resources files maintained by the Operations Manager.

Recommendation 12

The Office should ensure that a snapshot of the recruitment process and employment history of the
staff hired, are available in the Human Resources files. At a minimum, the Operations Manager in
collaboration with the project staff should ensure that the following documentation of personnel
records is available, before issuance of contracts:

a) Correspondence/summary of the method of sourcing of candidates, the number of CVs
obtained, the evaluation criteria for short-listing of candidates and the basis for selecting the
successful candidate;

b} A detailed Terms of Reference stating the required skills, qualifications, output and
timeframes for delivery;

¢) The CVs of selected candidates to facilitate an independent check of the qualifications of
staff with the agreed remuneration; and

d) Documentation of reasons for waiver of competitive process, where required expertise is
limited or where there are justifiable reasons to recruit a particular candidate.

Other Issues

None.

Overview

Refer to Section 8.2 — Project/Other Staff,
Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

None.

Other Issues

None.
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9. Procurement, Inventory and Office Premises Satisfactor
Overview

Procurement

The majority of procurement carried out by the Office is for Project procurement. In 2003, 11
Purchase Orders (POs) amounting to $96 k were raised for the Office and 13 POs amounting to
$210 k were raised for Projects, UNDP entered into seven contracts amounting to $132 k in 2003.
The Office did not procure on behalf of any Agencies in 2003. The demographics of 2003
procurement are detailed below:

Purchases No of POs

$ 110 $9,999 13
$10,00010 $ 18,989 9
$ 20,000 and 99,9989 1
$ 100,000 and above 1

The breakdown of the POs by their execution modality is detailed in the table below:

Execution Modality Amount Percentage

{ Body
UNDP $96 k 31%
NEX $180 k 59%
DEX 316k 5%
UNOPS $15k 5%
Total $306 k 100%

The CAP met six times in 2003 and the total value of procurement evaluated by the Committee
amounted to $240 k. Purchases above $30 k were reviewed by CAP and those above $100 k were
sent to ACP/NY for review. Even though CAP is only required to look into procurement above
$30 k, there were instances where the Committee had reviewed certain procurement below $30 k to
enhance their transparency and accountability, particularly for technical procurement.

The CAP has three members from Programme and a member from Operations. The chairperson of
the CAP informed that when necessary, technical experts and representation from the Agencies
have been invited to participate in the CAP.

We have reviewed seven POs and three contracts for 2003, which encompassed 71% and 46% of
the total value of POs and contracts respectively. From our review, the procurement process is
satisfactory.

Corporate Issues

None.

Good Practices

None.
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Areas Requiring Action

Use of IAPSQ in Procurement

It is not the Office’s practice to include the prices for goods such as vehicles, computers etc. from
IAPSO in its competitive selection. This is due to the non-availability of internet access prior to
September 2003 and based on experience, the prices of goods and delivery time, if they were to be
purchased from IAPSO, were not as competitive and efficient as buying from Beijing. However,
since the availability of internet access, the Office has made one purchase from IAPSO.

Recommendation 13

The Office should refer to IAPSO for purchases of goods such as vehicles, computers, etc. for
competitive comparison of prices. Obtaining a price quotation from IAPSO will meet the
requirement for international solicitation, which is appropriate for all contracts exceeding $100 k.
IAPSO also provides benchmark prices to compare with local prices before making any final
procurement decision.

Other Issues

The performance of suppliers are reviewed informally when their bids are being evaluated and from
the quality of goods and services received. No formal procedure is in place for the evaluation and
blacklisting of suppliers that have consistently supplied goods of inferior quality and have not met
delivery deadiines, etc.

The Office should establish a formal system for evaluating supplier performance to enhance its
existing controls over the monitoring and evaluation of suppliers’ performance. Performance
measures should include amongst others, the quality of goods received, delivery time, customer
service and accuracy of invoices issued. The results of the evaluation should be shared with
suppliers so that goals can be set and underperformance improved.
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10. Financial Resources Satisfactor

Overview

In 2003, the Finance unit consisted of a Finance Officer who reported directly to the Operations
Manager. In 2004, the Registry Assistant’s job functions have been changed to be the Finance
Assistant. Her role is to assist the Finance Officer in daily financial matters. In 2003, the unit
processed 1,751 vouchers, which translates to an average of 5 vouchers processed per day. Out of
the 1,751 vouchers processed, 28% were related to UNDP, 50% to UN Agencies and 22% to
Government executed projects.

The controls in place for both the disbursement and receipt processes are satisfactory.
Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

Receiving Records

Goods procured which are delivered to the project site, are received either by the Government for
subsequent distribution to the various affected locations or by the appropriate Programme Officers
before distributing to the Government. The relevant Programme Officers are required to be at the
location where the receiving takes place and prepare a receiving report. Normally, the Government
will acknowledge receipt in various forms such as by issuing formal acknowledgement on their
official letterhead with official stamps, issuance of Goods Receipt Notes or signing on the Delivery
Note, etc. These receiving documents from the Government are the key evidence that the goods
procured have been satisfactorily received. Therefore it is important to ascertain that these
acknowledgements are given by an authorized Government personnel.

Two Cash Disbursement Vouchers (CDVs) for procurement amounting to $40 k from the 23
samples reviewed were not supported by documented acknowledgement of receipt by the
Government when the CDV's were submitted for approval. Their details are as follows:

Date CDV No Description Amount
5 January 2003 803010003  Computer Equipment $25,124
0
28 February 2003 803020003  Potato Processing & $15,092
9 Packing Equipment

Additionally, where receiving records are available, it is not possible to verify the signatures/official
stamps of the Government recipients as no authorised specimen signature list has been provided by
the Government.

Without these receiving documents, the approvers are not able to determine if the goods/services

procured have been satisfactorily received and in accordance to specification when approving these
disbursements.
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Recommendation 14
The Finance Officer should ensure that:

a) Documented acknowledgement of receipt from the Government is consistently attached to
all Vouchers for processing of payment; and

b) The documented acknowledgement of receipt from the Government is verified against the
authorised specimen signature list/official stamp list provided by the Government (which
has been requested by the Office at the time of the audit).

Other Issues

None.

Overview

e = Redacted by the Permanent
Subcommittee on Investigations

The Office maintains the following bank accounts:

Account Type Name / Location Account No
Zero Balance Account (USD) UBS AG, Geneva
Korean Won Convertible Foreign Trade Bank of DPRK, Pyongyang 008825101
Korean Won Non-Convertible  Foreign Trade Bank of DPRK, Pyongyang 076250
Euro Foreign Trade Bank of DPRK, Pyongyang 08825112

No new bank account was opened or closed in 2003. The Euro account was the most active bank
account in 2003. Tt is used for most of the Office’s disbursements with the exception of
communications fee, salaries, Koryo Airline tickets which are paid through the Korean Won
Convertible Account. Rental, maintenance and electricity are paid through the Korean Won Non-
Convertible GLOC Account. The UBS account is used for disbursement, which requires electronic
transfer such as procurement, salaries of international personnel, foreign consultants etc.

In 2003, the Office had an imprest level of $165 k. The imprest level was increased to $250 k since
1¥ March 2004 based on the average amount replenished by Treasury in 2003. Cash balances are
being monitored daily and cash is replenished based on expected cash requirements. Cash
management is satisfactory. Cashbook balances were higher in December 2003 as a precautionary
measure due to Atlas roll out in January 2004.

Bank reconciliations in 2003 were satisfactorily done. The designated safe custodian has been
informed of her responsibilities in writing.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

None.

UNDP Office in OPRK Page 37 of 57



176

RASC-Malaysia Limited Scope Audit Repart

Other Issues

None.

Overview

Programme Financial Resources

For the year 2003, no advances were given for NEX projects. Request for payments are not
initiated from FIM, payments are done directly through WinFOAS.

For the year 2004, the authorized spending limit (ASL) for the Office is $2 m. As at July 2004, the
total project expenditure totaled $1 m, i.e. 50% of the ASL. A total of $1.7 m was classified as hard
pipeline and a review indicated that this classification was reasonable.

As at July 2004, the total amount that is receivable from donor amounted to $207 k and represented
contribution due from NEAFF (Northeast Asian Forest Forum) for project DRK/01/A05 — AREP
NEAFF Support to Forestry Rehabilitation. This receivable amount is not yet due for payment.

Office Administrative Resources

The projected DPXB reserve as at December 2004 is estimated at $128 k and is sufficient for 10
months operations based on the estimated DPXB expenditure for the year 2003.

For the year 2003, cost for services shared with UNFPA such as for the receptionist, registry, IT
support are not recovered from UNFPA. In January 2004, the Office entered into an agreement for
the recovery of common services from UNFPA. A review of the basis for recovery of costs related
to common services indicated that it was satisfactory.

GLOC

As at May 2004, a total of $105k of GLOC is outstanding. The Qffice had numerous exchange of
correspondence with the Government and had made sufficient follow-up on the payment of the
amount receivable.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

None.

Other issues
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From a sample review of on-going projects it was noted that the CDR for the year 2003 is
uncertified for the DEX project — DRK/02/002/ - Capacity Building for Development Cooperation.
The Office should ensure that the CDR is certified.

As at 31 December 2003, there were two ARL accounts with outstanding balances. The total
balance of $9k in credit represents $2k in debit for Petrol ARL and $11k in credit for the UN
Dispensary ARL. The Office explained that the credit balance in the UN Dispensary ARL
pertains to surplus contributions for the UN Dispensary operations that will be refunded to the UN
agencies.
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11. General Administration Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed

Corporate issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed
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Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed
Corporate Issues
Not Assessed
Good Practices

Not Assessed

UNDP Office in DPRK
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Areas Requiring Action
Not Assessed
Other Issues

Not Assessed

UNDP Office in DPRK
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12. 1T and Communications Not Assessed
Overview

Not Assessed

Corporate Issues

Not Asseésed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed
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Vi. Annexes

ANNEX| ORGANISATION CHART

ANNEX [ PERFORMANCE DATA

ANNEX 11l DEFINITIONS OF STANDARD AUDIT RATINGS
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Performance Data

—_

SAaaaaasaa
@NODOD WM

UNDP Office in DPRK

Page
PROGRAMME

Programme Resources

Allocation of Programme Resources By Year
Programme Delivery/Expenditure

Allocation of Programme Resources By Theme
On-Going Projects

Execution of On-Going Projects

Modality of NEX Delivery

Audit of NEX Projects

OPERATIONS

Personnel Status

Office Costs

Volume of Vouchers

Volume of Purchase Orders

Local Contracts Committee
Inventory of Equipment and Assets

Page 52 of 57



191

RASC-Malaysia ANNEX II

PROGRAMME

1.1. PROGRAMME RESOURCES

Programming Period From: 2001 To: 2004
Amount in $000s
TRAC 10,658*
Cost Sharing 854
Other (SPR) 3,568
Total 15,080

* Includes carry-over of $2,823 k.

1.2. ALLOCATION OF PROGRAMME RESOURCES BY YEAR

Amount in  $000s

Year 2000 | Year 2001 | Year 2002 | Year 2003
iPF / TRAC 3,045 1,613 1,661 1,490
Cost Sharing 876 448 115 87
Other (SPR) 954 884 1,872 478
Total 4875 2,945 3,648 2,055

1.3. PROGRAMME DELIVERY/EXPENDITURE

Amount in
$000s
Year 2001 | Year 2002 | Year 2003
IPF/ TRAC 666 686 1,687
Cost Sharing 328 89
Other (SPR) 564 1,149 582
Total 1,558 1,835 2,258

1.4.  ALLOCATION OF PROGRAMME RESOURCES BY THEME

Total Amount %
$000s of total
Governance 1,003 8%
Poverty 3,574 30%
Environment §,849 48%
Gender 220 2%
Special Dev. Situations 657 5%
Other 802 7%
Total 12,105 100%
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1.5. ON-GOING PROJECTS As 31/12/2003
OF
Total Total Value Average Size/
Number $000s Project
31 12,105 390

1.6. EXECUTION OF ON-GOING PROJECTS

of

As 31/12/2003

Total Amount

%

$000s of total
UN Agencies (excluding UNOPS) 467 4%
UNOPS 4,877 40%
NEX 5,788 48%
NGOs 0 0%
DEX 972 8%
Other 0 0%
Total 12,105 100%

1.7. MopAUITY OF NEX DELIVERY

of

As 31/12/2003

1.8. AubiT oF NEX PROJECTS

of

Total Value Totai Number of
$000s Vouchers
Direct Payments 668 210
Advance Payments 0 0
Total 668 210
As 31/12/2003
Total Amount

Total Number $000s
NEX projects due for national audit 5 604
NEX projects audited and audit 5 604
report received
Compliance with audit requirement 100% 100%

(%)

UNDP Office in DPRK
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2. OPERATIONS
2.1, PERSONNEL STATUS As of 31/12/2003
Authorized. Staffed
Posts Posts
Admin. Total Admin. Total
Progra & Fin. Personnel! | Program | & Fin. | Personn
m. . el
Internationai Staff 1 0 1 2 0 2
JPOs 1 0 1 0 0 0
Local Staff
National Officers 1 0 1 3 ] 3
General Services 1 11 12 2 17 19
Sub-total Local Staff 2 1 13 5 17 22
TOTAL STAFF 4 11 15 7 17 24
ALDs 0 0 0
SSAs (average during 1 1
the audit period)
Service Contracts 0 0 0
Total Personnel 4 12 16 7 18 25
Note 1: Of the 22 local staff, 7 are funded by projects and 2 are by the Government.
2.2, OFFice CosTs
Year 2002 Year 2003 Variance
$000s $000s In %
Aliotment| Exp. as of | Aliotment| Exp.as | Allotment] Expendit.
of
31/12/02 31/12/03 | Incr/(decr.) Incr./{decr.
Core Budget (DPVC)
Personnel-related (code 25 25 30 30 20 20
Other 235 129 259 178 10 38
Sub-total Core (DPVC) 260 154 289 208 11 35
Extra-Budgetary (DPXB)
Personnel-related (code 6 6 7 8 17 0
A)
Other 80 12 37 36 (54) 200
Sub-total (DPXB) 86 18 44 43 (49) 139
Other 82 46 98 38 20 (17)
Total 428 218 431 289 1 33

UNDP Office in DPRK

Page 55 of 57




194

RASC-Malaysia ANNEX 11

2.3. VOLUME OF VOUGHERS As of 31/12/2003
(monthly average over the past 12 months)

Total Amount
Total Number $000s
UNDP 41 32
UN Agencies 74 82
Government 32 82
Total 147 196
2.4. VOLUME OF PURCHASE ORDERS In the 12 months from January 2003
Total Number of Total Value of
Purchase Orders Purchase Orders
$000s
Purchase Orders 25 306
2.5. LocaL CONTRACTS COMMITTEE (LCC) In the 12 months from  January 2003
(APPLIES TO PROGUREMENTS > US$30,000)
Total Number of Total Value
Meetings Processed
$000s
Activity in the last 12 months 6 240
2.6. INVENTORY OF EQUIPMENT AND ASSETS As of 31/12/2003
Amount in
$000s
Office Furniture & Equipment 8,802
Computer Equipment 171,461
Vehicles 106,484
Equipment in Custody
Total 286,749
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DEFINITIONS OF STANDARD AUDIT RATINGS

The fotlowing standard audit ratings have been defined so that management can place in context the
opinions given in internal audit reports.

Definition of Performance:

Within the operational audit context, performance refers to the economy, efficiency, and
effectiveness of operations under management’s control. Operational audits assess the extent to
which resources are acquired and utilized with due regard to economy and efficiency and whether
management has put in place mechanisms to accurately monitor and assess whether programmes
are meeting planned objectives. Operational audits do not report on the achievement of results.

Performance also refers to the manner is which activities are conducted — i.e. whether they are
conducted in accordance with UNDP values. UNDP values encompass the notions of prudence and
probity, as well as the necessity of taking acceptable risks.

Standard Rating Definition
Satisfactory In general, controls were in place to ensure that operations

are economic, efficient, and effective; and that activities are
conducted with due regard to UNDP values. Any
weaknesses identified were not significant enough to
compromise the overall performance and the control
environment. The range of corrective actions required by
management is moderate.

Partially Satisfactory The majority of key controls were applied. However, some
significant control weaknesses were identified. Timely
corrective action by management is required to correct these
weaknesses.

Deficient Control weaknesses identified were widespread or were
significant enough to have a negative impact on
performance.  Management needs to take immediate
corrective action to improve the contro! environment.
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United Nations Nations Unies

INTEROFFICE MEMORANDUM MEMORANDUM INTERIEUR

Ethics Office / Bureau de la déontologie

CONFIDENTIAL
: Mr. Kemal Dervis nate: 17 August 2007
: Administrator, UNDP
2
Robert Benson (‘7%2
Director, Ethics Office el
Re, Our File 2007/129

QBIET!

I wish to thank UNDP for submitting such a detailed and thorough submission regarding the
protection from retaliation case for which I have been conducting a review.

While, from a purely legal perspective, the Ethics Office does not have the jurisdiction to
address a request for protection from retaliation in relation to cases arising from UNDP, as
Director of the Ethics Office, 1 undertook the review of this case based upon the following:

0] I received what 1 considered to be sincere and deeply concerned representations
from the President of UNDP’s Staff Council, who are clearly interested in
ensuring this matter be dealt with in the best interests of UNDP;

(i) an abserice of an applicable protection from retaliation policy within UNDP;

(iii)  the direct and public intervention of one of the Exccutive Board members of the
UNDP; and ’

@iv) accountability in this matter is ultimately to the Genera! Assembly.

On this latter point, that is accountability to the General Assembly, I note that UNDP has itself
acknowledged its accountability to the General Assembly through its Executive Board and
ECOSOC.

One has to appreciate that in addressing a protection from retaliation case, three significant
steps are involved. The first involves a preliminary determination whether a prima facic casc of
retaliation has been made out; if so, then, during the second phase, the burden shifts to the
Organization to establish that the ‘prima facie' retaliation was not as a consequence of the
individual's participation in a protected activity. During this second phase, a thorough and
detailed investigation of the facts of the case is undertaken. The information UNDP has raised
in its submission would be considered during this phase, and it would be considered in the
context of the UN’s Charter and accountability to the General Assembly. During the final
phase, if in fact it is found that there was a retaliatory act, appropriate measures would be
recommended in order to address the issues that have arisen as a consequence of the original
complaint.

in the present case, we discussed the possibility of UNDP, without ceding jurisdiction in future
cases, allowing this case to proceed within the paramcters of ST/SGB/2005/21. However, you

Permancnt Subcommittee on Investigations
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have indicated that after discussing this matter further, and in light of ongoing inquiry being
undertaken by the Board of Auditors, UNDP wishes to conduct its own external review,

When [ undertook my review of this case, it was done so within the parameters of
ST/SGB/2005/21. Indeed, the Ethics Office received independent and corroborative
information in refation to whether a prima facie case of retaliation has been established.

While it is now understood that the case will not proceed any further within the parameters of
ST/SGBR/2005/21, I must advise that had the jurisdiction of the protection from retaliation
bulletin applied, the information received by the Ethics Office would have supported a
determination that a prima facie case had been established in this case.

Shouid UNDP wish to reconsider pursuing this matter within ST/SGB/2005/21, 1 believe it
would be in best interests of the United Nations and UNDP to do so.

cc: Mr. Secretary-General

Mr, Nambiar
Mr. Melkert

Mr. Shkurtaj
Mr. Samaras
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UNITED NATIONS @ NATIONS UNIES

Ethics Office Bureau de {a déontologie

Headquarters - Siage, S-3001, New York, NY 10017
Tel. 1 {917) 367-9859 Fax.t (917) 367-9861

Reference: 2007/129
17 August 2007
Mr. Shkurtaj,

I have enclosed for your information a copy of the correspondence which 1 have today sent to
UNDP in relation to your 5 June 2007 request for protection from retaliation.

I'have indicated from the outset, that there was an issue regarding the application of
ST/SGB/2005/21 to UNDP. In fact, from a purely legal perspective, the Ethics Office does not
have jurisdiction to address a request for protection from retaliation arising from UNDP.
However, as Director of the Ethics Office, I undertook to review your case, based upon the
following:

(i)  I'rcceived what | considered to be sincere and deeply concerned
representations from the President of UNDP’s Staff Council, who are
clearly interested in ensuring this matter be dealt with in the best interests
of UNDP;

(i)  an absence of an applicable protection from retaliation policy within UNDP;

(iii) the direct and public intervention of one of the Executive Board members of
the UNDP; and

(iv) accountability in this matter is ultimately to the General Assembly.

As is evident from the attached memorandum, UNDP has decided that it does not wish to pursue
this matter within the parameters of ST/SGB/2005/21; however, having undertaken to conduct a
review of your case, had the jurisdiction of the protection from retaliation bulletin applied, in my
view, a prima facic case of retaliation would have been established.

While it is unfortunate that this matter will not be considered independently and within the
parameters of ST/SGB/2005/21, the Ethics Office hopes that UNDP will reconsider this matter, in
the best interests of the United Nations.

Robert Benson
Director, Ethics Office

c¢: Mr. Samaras

Permanent Subcommittee on Investigations
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United Nations STisarro0s22

30 December 2005

\Yfl ‘\3 Secretariat
\l&wj

Secretary-General’s bulletin

Ethics Office — establishment and terms of reference

The Secretary-General, for the purpose of securing the highest standards of
integrity of staff members in accordance with Article 101, paragraph 3, of the
Charter of the United Nations, taking into consideration paragraph 161 of the 2005
World Summit Outcome! and pursuant to General Assembly resolution 60/2438,
hereby promulgates the foliowing:

Section 1
Establishment of the Ethics Office

1.1 The Ethics Office is established as a new office within the United Nations
Secretariat reporting directly to the Secretary-General.

1.2 The objective of the Ethics Office is to assist the Secretary-General in ensuring
that all staff members observe and perform their functions consistent with the
highest standards of integrity required by the Charter of the United Nations through
fostering a culture of ethics, transparency and accountability.

Section 2
Appointment of the head of the Ethics Office

The head of the Ethics Office shall be appointed by the Secretary-General and
will be accountable to the Secretary-General in the performance of his or her
functions.

Section 3
Terms of reference of the Ethics Office
3.1 The main responsibilities of the Ethics Office are as follows:
(a) Administering the Organization’s tinancial disclosure programme;

(b) Undertaking the responsibilities assigned to it under the Organization’s
policy for the protection of staff against retaliation for reporting misconduct and for
cooperating with duly authorized audits or investigations;

1 See General Assembly resolution 60/1.

05-66834 (E) 030106
*0566834*
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(c) Providing confidential advice and guidance to staff on ethical issues
{e.g., conflict of interest), including administering an ethics helpline;

(d) Developing standards, training and education on ethics issues, in
coordination with the Office of Human Resources Management and other offices as
appropriate, including ensuring annual ethics training for all staff;

(e) Such other functions as the Secretary-General considers appropriate for
the Office.

3.2 The Ethics Office will not replace any existing mechanisms available to staff
for the reporting of misconduct or the resolution of grievances, with the exception
of certain functions assigned to the Ethics Office under section 3.1 (b) above.

3.3 The Ethics Office shall maintain confidential records of advice given by and
reports made to it.

3.4 In respect of its advisory functions as set out in section 3.1 (c) above, the
Ethics Office shall not be compelled by any United Nations official or body to
testify about concerns brought to its attention.

3.5 The Ethics Office shall provide annual reports to the Secretary-General and,
through the Secretary-General, to the General Assembly. The reports shall include
an overview of the activities of the Office and any evaluations and assessments
relating to such activities, The Ethics Office may aiso comment on rules,
regulations, policies, procedures and practices that have come to its attention, and
may make recommendations as appropriate.

3.6 The Ethics Office may be consulted on policy issues where its expertise, views
and experience may be useful,

Section 4
Access to the Ethics Office

4,1 All staff shall be informed of the manner in which they can bring matters of
concern to the attention of the Ethics Office.

4.2 No person who brings a matter to the attention of the Ethics Office or provides
information to it shall be subjected to reprisals because of such action.

Section 5
Duty to cooperate with the Ethics Office

All offices and staff members shall cooperate with the Ethics Office and
provide access to all records and documents requested by it. The exceptions to this
are medical records that are not available without the express consent of the staff
member concerned and Office of Internal Oversight Services records that are subject
to confidentiality requirements., Reports of the Joint Appeals Boards shall be
routinely sent to the Ethics Office unless the appellant objects,

Section 6
Duty to report misconduct

Nothing in the present bulletin shall limit the duty of staff members to report
misconduct.
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Section 7
Access to internal recourse mechanisms

Nothing in the present bulletin shall limit the ability of staff members to seek
redress through the internal recourse mechanisms.
Section 8
Eatry into force

The present bulletin shall enter into force on 1 January 2006.

(Signed) Kofi A. Annan
Secretary-General
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United Nations STiscrro00711

(@% Secretariat
30 November 200
) ’

Secretary-General’s bulletin

United Nations system-wide application of ethics: separately
administered organs and programmes

The Secretary-General, for the purpose of securing the highest standards of
ethics and integrity of United Nations staff members and ensuring the consistent
application of such standards within the United Nations including its separately
administered organs and programmes; in accordance with Article 101, paragraph 3,
of the Charter of the United Nations, taking into consideration paragraph 161 of the
2005 World Summit Outcome,! pursuant to General Assembly resolution 60/248,
and consistent with Secretary-General’s bulletin ST/SGB/2005/22 of 30 December
2005, entitled “Ethics Office — establishment and terms of reference”; and in
consultation with the executive heads of separately administered organs and
programmes, the Secretary-General hereby promulgates the following:

Section 1
Principles

1.1 The ultimate goal and principle of an Ethics Office of a separately
administered organ or programme of the United Nations, established by the
Executive Head of the organ or programme, pursuant to the present bulletin, shall be
to cultivate and nurture a culture of ethics, integrity and accountability, and thereby
enhance the trust in, and the credibility of, the United Nations, both internally and
externally.

1.2 Independence, impartiality and confidentiality are vital prerequisites for the
functioning and operation of an Ethics Office of a separately administered organ or
programme of the United Nations, and they shall be fully respected.

1.3 In the performance of their responsibilities and duties, the Ethics Offices of a
separately administered organ or programme of the United Nations shall not be
compelled by any United Nations official or body to disclose issues brought to their
attention. This is without prejudice to the role of the Ethics Office in the Secretariat
as set out in section 4 below,

! See General Assembly resolution 60/1.

07-62109 (E) 301107
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1.4 The present bulletin shall be read in conjunction with Secretary-General’s
bulletin ST/SGB/2005/22 of 30 December 2005, entitled “Ethics Office —
establishment and terms of reference”.

Section 2
The head of the Ethics Office of a separately administered organ or programme

2.1 Each Ethics Office of a separately administered organ or programme shall be
headed by an Ethics Officer, who shall function independently and report directly to
the Executive Head of the respective separately administered organ or programme,
When appointed, these ethics officers assume the relevant functions of existing
ethics focal points as described in section 3 below. The Chairperson of the United
Nations Ethics Committee, whose role is set out in section 5 below, will provide
input into the annual performance assessment of each of the Ethics Officers.

2.2 Hf a separately administered organ or programme has not designated an Ethics
Officer by January 2008, the Ethics Office of the United Nations Secretariat shall
discharge the duties and responsibilities of the Ethics Office, as set out in this
bulletin, until the separately administered organ or programme designates an Ethics
Officer.

2.3 The Chairperson of the Ethics Committee is responsible for providing
functional leadership to all Ethics Officers of the funds and programmes, in order to
promote the building and developing of capacity, including adequate levels of
professionally qualified resources; and ensure adherence to consistent methodology
in the delivery of ethics-related services.

2.4 The responsibilities of an Ethics Officer of a separately administered organ or
programme’s Ethics Office shall neither prejudice or replace existing investigative
or other relevant mechanisms, nor replace procedures for the administration of
justice of the separately administered organs or programmes or the Secretariat,
established in accordance with the relevant staff regulations and rules.

Section 3

Terms of reference of the Ethics Office of a separately administered organ
or programme

An Ethics Office of a separately administered organ or programme shall have
the following responsibilities:

(a) Developing standards, training and education on ethics issues, in
coordination with the relevant units of the separately administered organs and
programmes such as Legal, Internal audit/Oversight, and Human resources, as
appropriate, as well as the United Nations Ethics Committee, as set out in section 5
below, in order to ensure that there is a uniform and consistent application of ethics-
related issues within the United Nations system;

(b) Providing guidance to management of the separately administered organ
or programme concerned to ensure that the Organization’s rules, policies,
procedures and practices reinforce and promote the standards of integrity called for
under the Charter of the United Nations;

07-62109
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(¢} Providing confidential advice and guidance to staff of the separately
administered organs or programmes on ethical issues;

(d) Serving as a focal point for raising staff awareness within the separately
administered organ or programme on ethical standards and expected behaviour
within the context of oversight of each separately administered organ or programme
as well as human resources development policies, strategies and programmes and in
close cooperation with its respective oversight and human resources organizational
units;

(e) Undertaking the responsibilities assigned to the Ethics Office in
accordance with the policy for the protection of staff against retaliation of the
respective separately administered organ or programme;

(f) In the absence of a separately adininistered organ or programme having
in place a policy for protection against retaliation, staff members of the separately
administered organ or programme may request protection from retaliation under
Secretary-General’s bulletin ST/SGB/2005/21;

(g) Administering the financial disclosure programme of the respective
separately administered organ or programme, except for those staff members at
Assistant Secretary-General level and above, for whom the programme will
continue to be administered by the Ethics Office of the United Nations Secretariat;

(h) Providing to the executive heads of separately administered organs or
programmes an annual report on the activities of the Ethics Office.

Section 4

Independence of the Ethics Offices of separately administered organs and
programmes and the rights of staff members

4.1 In order to safeguard and ensure that all matters associated with the discharge
of duties and responsibilities of the Ethics Office of the separately administered
organ or programme are independent and free from any undue pressure and
influence, solely at the discretion of the head of a separately administered organ’s or
programme’s Ethics Office, he or she may refer any matter within the Office’s area
of responsibility, at any time, to the Chairperson of the United Nations Ethics
Committee for advice and guidance, and shall inform the Executive Head of the
separately administered organ or prograinme of the referral made.

4.2  Staff members of the separately administered organ or programme shall seek
recourse with the Ethics Office of the respective separately administered organ or
programme, and use the existing policies, procedures and resources available within
the separately administered organ or programme to address ethical issues. In
principle, allegations of retaliation shall be handled by the respective competent and
authorized units within each separately administered organ or programme.

4.3 If, following the receipt of a request for advice or complaint submitted by a
staff member in accordance with subparagraph (c) or (e) of section 3 above, the
respective Ethics Office does not, within forty-five days, formally consider the
request, the staff member may then refer the matter in writing to the Chairperson of
the United Nations Ethics Committee. Alternatively, if following a final
determination by the respective Ethics Office of a matter referred to it by a staff
member, the said staff member wishes to have the matter reviewed further, he or she
may, in writing, refer the matter to the Chairperson of the Ethics Committee. In such
an event, the Chairperson, after consultation with the Ethics Committec, may
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undertake his or her own independent review of the matter and provide a written
report to the Executive Head of the separately administered organ or programme.
Independent review for the purposes of this provision shall include review of the
actions already taken by the concerned Ethics Office, determination of what
additional actions are required, including, in the case of matters falling under
subparagraph (e) of section 3, whether referral for investigation is warranted based
on the requirements of the policy for protection against retaliation of the concerned
Ethics Office, and provision of recommendations to the Executive Head of the
concerned separately administered organ or programme. The Chairperson will
include a summary of all such cases in the annual report of the activities of the
Ethics Office of the United Nations Secretariat.

4.4 Where a matter has been referred for advice and guidance by an Ethics Officer
of a separately administered organ or programme to the Chairperson of the Ethics
Committee pursuant to section 4.1 above, or where a staff member has referred a
matter pursuant to section 4.3 above to the Chairperson of the Ethics Committee, the
Executive Head of the separately administered organ or programme shall provide
the Chairperson with the mnecessary support, including access to records, staff
members and contractors, where feasible.

Section 5
United Nations Ethics Committee

5.1 The United Nations Ethics Committee shall be established consisting of the
heads of the Ethics Offices of the separately administered organs and programmes
of the United Nations and the Ethics Office of the United Nations Secretariat. The
United Nations Ethics Committee shall be chaired by the head of the Ethics Office
of the United Nations Secretariat.

5.2 The United Nations Ethics Committee shall establish a unified set of standards
and policies of the United Nations Secretariat and of the separately administered
organs and programmes, and consuit on certain important and particularly complex
cases and issues having United Nations-wide implications raised by any Ethics
Office or the Chairperson of the Ethics Committee.

5.3 Meetings of the United Nations Ethics Committee shall be convened by the
Chairperson.

5.4 The United Nations Ethics Committee shall review the annual reports of the
Ethics Offices of the United Nations Secretariat and the separately administered
organs and programmes and make recommendations for the future, as may be
appropriate. The executive heads of the separately administered organs and
programmes shall include, in their annual reports to their respective Executive
Boards, the recommendations made by the United Nations Ethics Committee that
specifically relate to them.

Section 6
Entry into force

The present bulletin shall enter into force on 1 December 2007.

(Signed) Ban Ki-moon
Secretary-General

07-62109
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UNDP DPRK Organizational Chart'
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! This organizational chart is dated December 2003 and appears in an audit report issued in 2004. The
Subcommittee redacted the names of individuals to protect their identity and inserted the ferm “DPRK
Official” to indicate which positions were filled by local staff.

Permanent Subcommittee on Investigations
EXHIBIT #4




207

Excerpt from 2004 UNDP Internal Audit
Showing Breakdown of NEX/DEX Modalities

NEX and Government Counterparts

Execution Modalifies Modality of NEX Delivery

% UN Agencies fexshuding UNOPS)
KUNOPS
MNEX

DEX

Out of the total budget value of on-golug projects of $12 m, 48% is NEX, 40% is exccuted by
UNOPS, 8% is DEX and the remaining 4% by other agencies. The Office is providing 100%
support services. to NEX projects in terms of direct payments,

The Qffice’s main Government counterparts are the Ministry of Foreign Affairs and the General
Burean for Cooperation wilh International Organisations, Ministry of Foreign Trade,

Permanent Subcommittee on Investigations
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UNITED STATES REPRESENTATIVE FOR
UMTED NATIORS MANAGEMENT AND REFORM

140 EasT 45 STREET January 16, 2007
New York, N.Y. 10017

Dezr Mr, Melkert,

I enjoyed our discussion over breakfast this moming and I understand that Mr,
Dervis is currently on travel,

Thank you again for allowing me to lead a United States Mission to the United
Nations Management Review Section (USUN MR) tcam on an in person review of
certain UNDP DPRK internal audits on January 11, 2007, At the meeting UNDP madc
available three (3) Internal Audits (1999, 2001, 2004) for USUN’s on site review (no
photocopies permitted).

For your information the following specific points and conclusions were drawn
directly from the Audits duting the Six (6) hour in person review by USUN MR.! The
Audits reveal that:

1. UNDP local staff is dominated by DPRK government employees;,

2 UNDP DPRK government emnployees have performed financial

and program managerial core functions in vielation of UNDP

rules;

The DPRK govemment insists upon and UNDP pays cash to local

DPRK govcrnment suppliers in violation of UNDP rules;

4. UNDP funds DPRK controllcd ptojects without the oversight
required by UNDP rules;

5. There is no audit review of DPRK controlied programs in violation
of UNDP rules;

I

Mr. Ad Mclkert,
Associate Administrator,
United Nations Development Program,
One United Nations Plaza, Room DCJ-2118,
New York, New York 10017,

' USUN reli¢s solely on the accuracy of these KPMG and UNDP internal sudits in deterinining the efficacy
of the staternents included in this letter, '

Permanent Subcommittee on Investigations
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6. The DPRK refuses to allow outsidc audits of any DPRX projects
and instcad cither limits UNDP audits or utilizes “sham” DPRK
audits in vielation of UNDP rules;

7. UNDP officials arc not pertoitted lo perform site visits to many
UNDP DPRK projects in violation of UNDP rules;

The UNDP program has laudable goals of providing assistance to the North Korean
peoples. Unfortunately, because of the actions of the DPRK govertment and the
complicity of UNDP, at least since 1998 the UNDP DPRK program has been
systematically perverted for the benefit of the Kim Jong Il regime - rather than the people
of North Korea. The UNDP DPRK program has for years operated in blatant violation of
UN rules, served as & stcady and large source of hard currency and other resources for the
DPRK government with minimal or no assurance that UNDP funds and resources are
utilized for legitimate development activities. Importantly, UNDP apparently has failed
to bring the widespread violation of UNDP rules in the DPRK country program to the
attention of the UNDP Executive Board.

Each Audit found that the UNDP DPRK program was ouly Marginally or
Partially Sufficient indicating, “timely corrective action is required by management.”

As of December 31, 1998, UNDP had three (3) internatiopal staff (Resident
Representative “RR™, Deputy “DRR" and Associate “ARR™) and fourteen (14) local staff
in the DPRK program. 1999 Audit pg. 22 of 50. As of 2001, UNDP had sixteen (16)
total staff - two (2) International Staff, and fourteen (14) local staff in the DPRK. Of the
14 local staff, three (3) served in program functions and cleven (11) served in
administration and finance fonctions. 2001 Audit, Annex pg. 4 of 5. As of 2004 the
UNDP DPRK program consisted of two (2) International staff and twenty-two (22) local
Staff and ove SSA (consultant). OF the 22 loca] staff, nineteen (19) served as general
serviees staff and three (3) served as national program officers. 2004 Audit pg. 14 of 57.

All UNDP local staff in the DPRK ate seconded from and controlled by the DPRK
government. Various Citations in all Audits, e.g. 2001 Audit pe. 22 of 50. In apparent
violation of UNDP rules, UNDP pays all local staff salaries directly to the DPRK
govemment, as dictated by the DPRK, which is to then “pass on” payment to the Jocal
scconded staff, UNDP pays $120.00 per month in a meal allowance directly in cash to
the locel staff also in apparent violation of UNDP rulcs. 2004 Audit pg. 31 of 57.

Local DPRK (government) personncl perform most UNDP office functions as local
staff or under SSA or SC’s (consulting coniracts) including “core™ functions required to
be perforimed by international staff in violation of UNDP rules. For example apparently a
local DPRK national working under contract performed the following functions:

Bank Signatory and certifying officer functions
Personnel Actions

Prepares Contracts and Travel Authorizations
Manages Petty Cash and maintaing financial records

. & ¢ =
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¢ Acts as staff officer 10 dispose of equipment and supplies

According to UNDP management, “{i]n view of the fact that all National Staff are not
UNDFE staff as the DPRK government seconds them and thus they ave (DPRK)
govermnmment employees, Therefore in the absence of the regular international staff we had
no choice but to assign the functions of certifying office and bank signatory to the (local
staff) Special Services Agreement holder....”” 2001 Audit pg. 26 of 50. UNDP
management of petty cash is inadequate and without appropriate controls. The UNDE
check book is not adequately controlled or kept in a secure location and no check register

is kept reflecting checks written, e.g. 1999 Audit pg. 35-37 of 45.

As of 1999 there were twenty-nine (29) ongoing UNDP projects in the DPRK
with a total budget of $27.86 million. There are two general types of projects:

1. DPRK National Execution programs (NEX) whick are “nationally
exscuted"” by the DPRK govemment with UNDP paid funds. Such
programs constituted 66.7% of all DPRK programs;

2. UNDP directly executed programs which constituted 28.7% of all
DPRXK programs.

1999 Audit pg. 7 of 45. The Audits criticize UNDP for routinely making direct payments
to the DPRK (supposedly for disbursement) for DPRK NEX Programs. UNDP pays
directly in cash for all local expenditures for UNDP executed programs. 1999 Audit pg,
22 of 45,

UNDP does not use Local Purchase Order (PO’s) forms and all local purchases
are made with cash. 1999 Andit pg. 4 of 44. Even purchascs over $1,000.00 are made in
cash. 1999 Auditpy 38 of 45. There are no local DPRK suppliers other than the DPRK.
government, the DPRK government fixes all prices, and the DPRK does niot aceept PO's.
The DPRK govetninent does not accept cheeks ~ only cash.  There are no annual DPRK
government contributions (in-kind or otherwise) fowards loca! in-country UNDP office
costs (“GLOC”) ~ meaning the DPRK charges and UNDP pays the DPRX for all local
office costs including such as rent.? 1999 Audit pg 39 of 45. As a result all of UNDP's
local expenditures and procurement are paid in cash directly to the DPRK government.

KPMG sampled certain program projects during the 1999 and 2001 Audits. Tn
2001 KPMG sampled twelve (12) DPRK projects and found that UNDP did not maintain
finencial reports or audits of seven (7) of the 12 sampled projects. 2001 Audii pgs, 12-15
0f£50. “However it should be noted that the NEX andits (performed by the DPFRX,
government) are generally defective and do nat clearly identify and address issues which
require follow-up." 2001 Auditpg |7 of 50. There are “serious deficiencies in the NEX
audits” and “it is not possible to ascertain who is actually responsible for carrying out the
NEX audits. ... {in the DPRK government]."” 2001 Audit pg 18 of 50. “There are no
government (DPRK) auditors as such” and each NEX “audit” is carried out by the

3 But see 1999 Audit Pg 14 of 15, where UNDP comments that local contributions ure generally office
space and national stafT time,
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respective DPRK ministry designated as government exceuting agent. 2001 Audit pg. 21
of 50. }

UNDP rules require at east one (1) project field visit per year. In 1999 KPMG
analyzed s sample of five (5) selected projects and concluded that therc were no project
field visits to three (3) of the projects (for many years). UNDP cannot fulfil] the one (1)
project field visit per year rule because the DPRK prohibits foreign visitors (including
UNDP intcrnational staff) from visiting various UNDP DPRK project sites. 1999 Audit
pe. 14 of 50.

Simply put, in the absence of real audits and site visits it is impossible for UNDP
to verify whether or not any of the funds paid to the DPRX for supposed use in UNDP
programs have actually been used for bona fide development purposes or if the DPRK
has converted such funds for its own illicit purposcs.

Based on the above déescribed, and disturbing findings as well as the information
exchanged in our earlier correspondence, it is imperative that UNDP shine the bright light
of real aversight on the DPRX program. Without real transparency and without truly
understanding the nature of the UNDP program in DPRK, no Exccutive Board Member
will be in a position to make an informed decision on the appropriate continuation or
deferral of the DPRX program.

Accordingly, T urge you to immediately institute a full independent and outside
forensic audit of the DPRK country program going back to at least 1998 with an
emphasis on our concern that the DPRX regime has converted the development resources
of the UN and UNDP 1o its own illicit purposes.

I appreciate all of your help.

Thaunk you for youwr attention to this maite.

Sincerely,

i abll—

Mark D, Wallace
Ambassador
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----- Qriginal Message--

From: ?(Legislative Affairs) _

Sent: Tuesday, dJune 05, 2007 1:01 F

To: % {HSGAC) ; d (HSGAC) ; — (Warmer)
ect:

Subj in DPRK paper and attachment

1 d by the F

Subcornmittee on Investigations
Hello -

As discussed, please find attached points from the recent briefing by Ambassador Wallace
re: UNDP in DPRK, which Senator Coburn, Senator Coleman and Senator Warner expressed
interest in receiving. Please let me know if I can be of further assistance. Thanks.

Sincerely,

U.S. Department of State
Bureau of Legislative Affairs
2201 C Street, NW
Washington, D.C. 20520

Permanent Subcommittee on Investipations

EXHIBIT #7
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May 23 Briefing by Ambassador Wallace
Regarding UNDP Activities in North Korea

The State Department has previously reported findings of irregularities about
cash payments related to UN Development Program (UNDP) activities in North
Korea, seconded DPRK government officials working in key UNDP positions,
and the lack of monitoring and site visits in UN Development Program
activities in North Korea. Information from UNDP eyewitness accounts and
internal UNDP business records show that:

a During 2001 and 2005, UNDP, using electronic funds transfer (EFT),
transferred over $7 million of its funds to a DPRK government entity,
National Coordination Committee for UNDP (NCC).

] During 2001-2002 UNDP transferred at least $400,000 to DPRK
through a Macau-based entity.

- UNDP also used EFT to transfer over $8 million of other UN
agencies' funds to the DPRK government during the same period.

Ll The DPRK government then transferred at least $2.8 million of UNDP
funds to DPRK missions in Europe and New York to “cover buildings
and houses" including as payment for purchase of buildings in France,
UK, and Canada.

. In January 2006, UNDP headquarters instructed UNDP's Pyongyang
office to make no reference to North Korea in payment details when
executing payments drawn from UNDP's overseas U.S. dollar
account.

n UNDRP paid nearly $2.7 million for "goods and equipment,” to an
entity that has ties to a North Korean entity that has been designated
under E.O. 13382 as the main North Korean financial agent for sales
of conventional arms, ballistic missiles, and goods related to the
assembly and manufacture of such weapons.

= UNDP procured for DPRK the following equipment with possible
dual use: 1) global positioning system (GPS) equipment;
2) computers and computer accessories; and 3) a mass spectrometer.
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UNDP's locally hired employees (seconded from the DPRK
government), on several occasions, “withdrew” from UNDP's account
at the DPRK's Foreign Trade Bank (FTB) what UNDP officials
reported were counterfeit U.S. currency, amounting to at least tens of
thousands of dollars.

UNDP also withdrew U.S. dollars from its euro account at the FTB,
which charged an apparent conversion fee per transaction for
converting euros into U.S. dollars.

In March 2007, UNDP procured for the DPRK 29 books under a
“capacity building for arms control and disarmament" project (see list
of books attached).

UNDP is alleged to have retaliated against an employee who revealed
information relating to UNDP mismanagement and abuses and to have
sought to intimidate other employees from providing such
information.
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— = Redacied by the Permanent
Subcommittee on i

]
APPLIAATION FOR PAYMENT ORDER

To: Banco Delia Asia SARL. : ) .~ Y SthSEP2002
Macau

1/ We request you 10 send by [} Demand Draft [X Telegraphic Transtér [ Mad Transfer

Beoefciary SINDOK TRADING PTE LTD,
Address: silcnquimd)
e to. of Beciciry [N
Mame of Reselving Bank  UNITED OVERSEAS BANK LTD,, SINGAPORE
Address of Receiving Bank
Mesage  BIO UNDP PYONGYANG FOR OFFICE USE ONLY
@) MSG: SUB-CONT. NO.S63/200/TSC
REF.602 EMG 069 DeR/Ret Moz poplen fre) st lon
Amount in words & gores ( USD.229,999,00 ) Paying Ageat: o :
-|US. DOLLARS TWO HUNDRED TWENTY NINE -
THOUSAND NINE HUNDRED NINRTY SEVEN ONLY, _{ % HE bl
Cable / Postage
Name of Applican: IYLERNATIONAL FINANCE AND TRADE]
JOINT CO. Commission Havum”
1D/ Passport No.: .
OFe&b106 POOR/09/0% T/C: 013A &.F.1.C.
TRW TRFWDW $289,997.0¢ USD
B e .
Tel No.:, ol
BRI LTI U By
O By cash
D(mb,eal\ﬁmldnnna:)

% )
l BANWDELT sms

OPEOB2(01/943 BRANCH COPY

Permanent Subcommittee on Investigations
EXHIBIT #9
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Summary of Transactions from IFT]J to DPRK Embassy Accounts for
Purchases of Buildings Purportedly Related to UNDP Activity

(BDA Account) - ’ TTB62-077

L May10,2002 0 IFTI Delegation Generdle de’ Ia RPD “B/Q -NCC' for. UNDP Cover "$220,000

de Coree de Paris - Building:N. Houses; ‘Ref. TTR62-
(BDA Account) : 090 R

© Algust 14,2002, ° IFTI Embassy ‘of DPR.of Korea in  B/OINCC for UNDP, Ref, TTH62- $300.000
i R o Sweden i 139°Msg: Payment for Purchase of
(BDA Account) Building (UK}

August:30,:2002 IETI Perménent Mission of the DPR  B/O NCC for UNDP,:Ref: TTIBG2-- | -$300,000
e of Korea'to New York, USA 150:Msg: Payment for Purchase of
(BDA Account) building(Canada).

Séptember. 9, . IETJ Permanent Mission of the DPR . B/O"NCC for UNDP Ref TTB62- $400,000
2002 of Korea to New York USA 155 Msg: Payment for Purchase of:
(BDA-Account) Building (Canada)

repared by the Permanent Subcommittee on Investigatio

EXHIBIT #10

I Permanent Subcommittee on Investigations
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' e = Redacted by the Permanent
- ’ Subcommittee on Investigations

APPLICATION FOR PAYMENT ORDER

To: Banco Delta Asia S.ARL.
Macau

1/ We request you to send by [] Demand Draft [ Telegraphic Transfer {7 Mail Transfel

pate: 10t APR 2002

K

Beneficy DELEGATION GENERALE DELARP.D, DR CORER IJE PARIS

Address: {f enquired)

Ao o oetr, N

Name of Recciving Bank R ANQUE OOM}\ERC!ALE POUR L'EUROFE DU NORD-EURCBANK, PARIS

Address of Rexeiving Bank {

Meage  BAO NATIONAL COORDINATING COMMITTES For ofFICE USE ONLY

@) OF THE DPRK FOR UNDP
COVER BULDING 074 D8I Ret R [
Amount ix woods & Sgures {* 1751, 300,000.00 - Paying hgent: \ >3 {0
oy A
us. DOILARSTHREBHQ\IDREDIHOUSANDONLY. - B0A| "," /
Rate HK Equivalent
Cabl
Name of Applicant: INTERNA A A A RA e/ postage
, JOINTCO. Commibion N
.13: g EOOE/O&/IO T/D. 013h(fﬁT L F. & T Jd. Cf. 7
$3003. 000, usp
OO D00 00 USD
]
. 373848 Tt
99@4&3{%ﬁé‘ﬁfmm
[ By theque |

(subect to finat chearance)

8 Prease debit my £ our acco
~ A

o

Preparcd I Checked -

OPENS2 144 BRANCH COPY

Permanent ittee on

EXHIBIT #11
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APPLICATION FOR PAYMI

s = Redacted by the Permanent
Subcommittee on Investigations

ENT ORDER

To: Banco Delta Asia S.A.R.L.
Macau

1/ We request you to send by [] Demand Draft [X Telegraphic Transter !jMail Ty}

poser

3rd MAY 2002

Date:

Beréticary  DELEGATION GENERALE DE LA RPD DEICO

DE PARIS

Address: (it enquired)

oo S
|

Name of Recehving Bank  BANQUE COMMERCIALE POUR L’EUROPE DUNORD-EURCBANK, PARIS,

FRANCE A

Address of Receiving Bank

B/O NATIONAL COdRD]NATING COMMITTEY ¢

R OFFICE USE ONLY

Message
@) OF THE UNDP

COVER BUILDING N HOUSES, REF.TTB62.08T ™[/ R+ Yo: gmlge] a6, @ {02
Amount in words & fgures (- USD, 300,000.00 ) Paing Agent:
US. DOLLARS THREE HUNDRED THOUSAND ONLY. | ,
Rafe HK Equivalent
Cable / Postage
Namé of Applicant:
Ak o~

JOINT CO. Comission
D / Passport No.:
9:21:53 BOO 03 T7C: O13A L F. % 1. 1, © m
$230 001
TRI TREWDW  $300§00D.00 USD

373848 ' N

Tet No.:.

Y T N—
[ By cxsh

[ By cheque
{subject to find clearance)

[5 Please dehit my 7 our. accpunt
[m] .

Prepared _____!___.__ Checked ! Approved

OPENE 0I5 ’ BRANCH COPY
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e = Redacted by the Permanent
Subcommittee on Investigations

APPLICATION FOR PAYMENT ORDER

To: Banco Delta Asia S.AR.L. h '
Macau T . ' . Date: 10thMAY 2002

1/ We request you to send by [ Demand Draft §] Telegraphic Transfer (] Mail Transfer

Beocfiay DELEGATION GENERALR DE LA RPD DE COREE DE PARIS
Address: (if enquired)

e el S

| Name of Reoiving Buk 1 ANGUE COMMERCIALE POUR L’EUROPE DUNORD EUROBANK, PARIS, |

Address of Rectiving Bank FRANCE

(o B/ONATIONAL COORDINATION COMMITTEF FOR OFFICE USE ONLY

" FOR tNDP 4 ~

| ____COVER BUILDING N.HOUSES, REE.TTB62.090L U™/ P Nos Rpey £ REICTT/ 2783002
Amount in words & figures ( USD 1220,000.00 ) - § Paying Agent: &

US. DOLLARS TWO HUNDRED TWENTY THOUSAND g ;
v ) Rate HK Equivalent

Cable / Postage

Name of Applicant:

Commisin D200~

J._ L
$220L 000,00 USD
$220§000,00 USD

BRI 20 Fori e sk
1 By cheque
* (sobjest to finat clearance)
B Picase debit my / our account

S
a

Prepared ! Checked ! Approved __._

OPEOK2 {0154} BRANCH COPY
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s = Redacted by the Permanent
Subcommittee on Investigations

APPLICATION FOR PAYMENT ORDER

To: Banco Delta Asia S,A‘.R.L. : ’
Macau EJ ] ) Date: 17th JUL 2002
Mail Transfer

1/ We request you to send by (] Detand Draft (X Telegraphic Transfer

Benchay EMBASSY OF DPR OF KOREA IN SWEDEN \

Address: (if enquired) . '

o

Name of Receiving Bank  BANK OF AMERICA NATIONAL TRUST AND SAVINGS ASSOCIATION, NEW
Addees of ing Bank 'YORK FOR CREDIT TO NORDEA BANK SWEDEN AB(PUBL), STOCKHOIAI_I2

SWEDEN
g BIO NATIONAL COORDINATING COMMITTER
(f any) FOR UNDP, REF.TTB62-127 TR ORI oY
MSG: PAYMENT FOR PURCHASE OF BULDING(UK) pra/vet No: 0] pa o1y [ 4367 0x
Amount in words & figwres { USD.300,000.00 3 Paying Agent: N -

US. DOLLARS THREE HUNDRED THOUSAND ONLY
Rate .} HK Equivalent

Name of Applicant: INYERNA'HONAL FINANCE AND TRADE] &he /P

' Commission P
1 Passport No. T 2
G m‘}iﬁﬂ———-
W il ot

15D

TRERDK oG

373848 , o

Tel No.:,
%&E’,ﬁﬁéﬁm

O By cash

0 By cheq

{subject !o firzit clearance)

E Plcnse debit milour ﬁi

’ I BANan)BLTA ASIA SARL.
Prepared Checked ! Appfoved ﬂ

BRANCH COPY

OPEBR2 {018
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e = Redacted by the Permanent
Subcommittee on Investigations

APPLIAATION FOR PAYMENT ORDER

To: Banco Delta Asia S.A.R.L.
Macau

pae: 14th AUG 2002

17 We request you 10 send by [7] Demand Draft Q) Telegraphic Transfee [J MaA Transfer

Besefiry  EMBASSY OF DPR OF KOREA IN SWEDEN
Address: (i enquired)

e Mo of Benciy

Name of Recciving Bank b ANK OF AMERICA NATION
Address of Receiving Bank _YORK FOR CREDIT TO NO|

SWEDEN.
B/O NATIONAL COORDINATENG COMMITTEH FOR OFFICE USE ONLY

FOR UNDP, REF.TTB62-139
GaK Draft/Ret. No: BDA /ké/é'f{ £ m;%z

‘Amourd in words & figures { USD.300,000.00 ) Paying Apent:
US. DOLLARS THREE HUNDRED THOUSAND ONLY.

Mosage
G ay)

Rate HK Equivalent

N of Apptcant: DNEERNATIONAL FINANCE-AND FRADH
1D/ Passpont No.: JOLVE CO. | Commission HKD Y

09k 37401 B00B/0B/ 14 T/ 0130 I.F.T.L.° %
. TR VDM $300+§00.00
. .

373848 Total*

Tel No.:.

BmﬁggﬁWAMIm%
0 By cheque
{subject 1o final clearance)
K7 Prease debit my / our account
no.

[w]

- t ~2

OPE0B2(01/94) BRANCH COPY
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T [ Redacted by the Permanent -
Subcommittee on Investigations
APPLIAATION FOR PAYMENT ORDER
Zist AUG 2002

To: Banco Delta Asia S ARL.

Macau

1/ We request you 10 send by [] Demand Draft 3] Telegraphic Transfer I:]Maﬂdeq-

Date;

Beneficary  PERMANENT MISSION OF THE DPR OF KOREA TONEW YORK Usa

Address: {if enquired)

AdeNo. of eneticiary [ RIERNENNNS

Name of Receiving Bank  JPMORGAN CHASE BANK, NEW YORK

Address of Receiving Bank

U.5. DOLLARS THREE HUNDRED THOUSAND ONLY.

| Mesage VO NATIONAL COORDINATING COMMITIEE | rom OFFIcE Use onLr
Gamn) FOR UNDP, REF-TTB62 144 :
MSG: PAYMENT FOR PURCHASE OF BUILDING (CANADAP™R/ Rt Vo &0 / g [ 317/ 813 8 fp>
" Amount i words & figares ¢ USD.300,000.00 ) Paying Agent

Rate HK Equivalent

ID / Passport

— Cable { Postage :
Name o Apiicane_INTERNATIONAL ; ;
JOINT CO. i s

W —
' 21 T/C: 013A I[.F.Y.C.

TR

pOO--00-HED-
TRFWDW $300,400.00 USD

Ted No...

373848

Total®

KT A5 LB
BDRH&('I?]« ey ttance POKNIRNEX

L[] By cheque

(subject to finaf clearance)

i

a

Prepred e T e . Checked ... -. e SEDIO

OPE0B2(01/94)

BRANCH COPY
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. e = Redacted by the Permanent
' Subconmmittee on Investigations

APPLIAATION FOR PAYMENT ORDER

To: Banco Delta Asia S.ARL. - ’ - . L 30th AUG 2002
Macau . 1 Dates T M

1/ We request you to send by [} Demand Dratt ( Telegraphic Transfer (] Madl Transfer

Bemficay PERMANENT MISSION OF THE DPR OF KOREA TO NEW YORK, USA
Address: (if enquired) ‘

e —— |

Name of Receiving Bank JPMORGAN CHASE BANK, NEW YORK

Address of Receiving Bank
Tig: WO NATIONAL COORDINATING COMMITTEE "~ | Tom armeen com ooy
G aoy) FOR UNDP, REF.TTB62-150 -
MSG: PAYMENT FOR PURCHASE OF BUILDING (CANADA Dt /Ret. Mo gys 0/ 77 | 2]y
Amount in words & figures { USTD.300,000.00 ) Paying Agent:
U.S. DOLLARS THREB HUNDRED THOUSAND ONLY,
Rate HK Equivalent
Cable/
Name of Appliam: INTERNATIONAL FINANCE e Poage
JOINT CO. Commission e
1D/ Passport No.x e
09{58:00 2002/08/3G T/C; 0134 1.F.T.C.
WM% 00, 00_USD-./
| - o0 SR TN $300,400.00 LSD
3 i 7
Tel No.x 73848 Toul
BDAS T T RARE/ Ritance MDA
[ By cash .
[0 By cheque

(subject to Finat clearance}

5 Please debit my / our account
o D
a

Prepored _!— Checked —- — Apgyovea

OPEOS2(01) . BRANCH COPY

and ongbehalf of
SDKN(%EI}:%&SIA SARL.
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APPLIAATION FOR PAYMENT ORDER

To: Banco Delta Asia S.A.R.L.

Macau

1/ We request you to send by (] Demand Drak [ KTelegraphic Transfer (] Mail Transfer

. e = Redacted by the Permanent -
Subcomuittee on Inyestigations

oa;  rSEP2002

Beneficary  EMBASSY OF DPR OF KOREAIN LONDON

Address: (if enquired) .

T

Name of Receiving Bank * HSBC BANK PLC., NORTH FINCHLEY, 789 HIGH ROAD LONDON N 128 (UK

Message BIONAT TONAL
(i way) FOR UNDP, REF.TTB62-152

Address of Rocelving Bank

COORDINATING CO!

MSG: PAYMENT FOR PURCHASE OF BUILDIN

FOR OFFICE USE ONLY

Dratt/ Ref. No.:

Amount in words & figures ( USD,300,000.00 )
U.S. DOLLARS THREE HUNDRED THOUSAND ONLY.

Paying Agent:

INTERNATIONAL FINANCE
Ni of Applicant:
o JOINT CO.

mlh?n No.:
09$53:41 WEIﬁ/OB T/C: 0138 L.F.T.C.
4 100 00 LS
g . TRW TRFWDW $300, 0,

373848

Tet No.:.

BRI T R332 ORrminance NIOKRX .
[} By cxh ’

531 m T/C: 0127 ol

931 ) F %300 )

] e
no.

10:53:40

BDA,

a

/RE/OTT/5392/02
Prepurcd Checked

OPE82(01/94) BRANCH COPY

-

BANCO DELTA ASIA S.A.RL.
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e = Redacted by the Permanent
Subgommittee on Investigations

® -
APPLIAATION FOR PAYMENT ORDER

To: Banco Delta Asia S.ARL.

il bue: Sth SEP 2002

1/'We request you to send bty (] Demand Druft [XTekegraphic Transfer (] Mall Transfer

Beneiiary  PERMANENT MISSION OF THE DPR OF KOREA TO NEW YORK USA
Address: (if enguired)
Ale Ko, of Benetiry  JNNETNIDERNN

Name of Receiving Bank  JPMORGAN CHASE BANK, NEW YORK

Address of Recefving Bank

BONATI MMITTE
ER roRNDR RIS [ FoRomeE ey
MSG: PAYMENT FOR PURCHASE OF BUILDING (CANADA) Dt/ Rel. No: BMI&I.DIILML
Amount In words & figares { USD, 400,000.00 ) Paying Agent:
U.S. DOLLARS FOUR HUNDRED THOUSAND ONLY.

Rate HK Bquivabent
Cable

Nasoc of Applicant: WHON  Postage

3) — Y.
1D/ Passport No.: 3 . Commision
07147349 £002/09/09 T/C: 0134 I.F.T.C.
TRW TRFWDW $400,300,00 USD P
373848
el Mo Tosal®

BDAABEET FARH i
Hg-nym ittance REXMNENK _

{0 By cheque
(subject to fina) clearance) b 'g»;"

g I pa

a S 4
For angpon benal o " .
BANLO DELTA ASIA SAR.L.
Prepored Checked Agpror

OPE082(01/94) BRANCH COPY
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UNITED STATES REPRESENTATIVE FOR
UNITED NATIONS MANAGEMENT AND REFORM

140 EAsT 45 STREET ) Tune 7, 2007
New York, N.Y. 10017

By Hand Delivery

Mr. Ad Melkert

Associate Administrator

United Nations Development Programme
One United Nations Plaza, Room 2118
New York, New York 10017

Dear Mt. Melkert:

Thank you for taking the time to meet with me today and for the meeting with Mr.
Dervis yesterday. As promised we are providing specific information rélated to our
congerns. - Because of the detailed nature of our concerns, for your convenience I have
outlined the points that we raised today i in this letter.

As you know the United States is greatly concerned with the operations of UNDP
in various country programs including in the DPRK.

The United States is concemed about UNDP transactions on its own behalf.or on
behalf of other UN organizations with two entities in particular. One is an entity known
as Zang Lok Trading Co. (Zang Lok) and the other is International Fmanc: and Trade
Joint Co. (IFTT). Both are based in Macau.

Zang Lok has ties to a2 North Korean entity that has been designated under United
States laws (E.O. 13382) as the main North Korean financial agent for sales of ‘
conventional arms, ballistic missiles, and goods related to the assembly and manufacture
of such weapons,

As to IFTJ, we have Jearned that the DPRK between April and September 2002
directed sizeable transfers of UNDP funds through Banco Delta Asia (BDA) bank
accounts controlled by IFTJ in Macau. UNDP made certain direct Electronic Funds
Transfer (EFT) payments to the DPRK’s National Coordinating Committes for UNDP
(NCC-UNDP) in 2001-2002 (and at other tumes) which then instructed IFTJ to forward
these funds onward to various DPRK embassies outside of DPRK in order to purchase
buildings and houses. As you may know, the U.S. Treasury Department in September
2005, designated BDA as a primary meney laundering concern in part becausc of its role

Permanent Subcommittee on Inyestigations
EXHIBIT #12
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over a number of years in facilitating illicit financial transactions on behalf of DPRK

entitics.

Because of our concern, pleasc provide iriformation on all transactions
including, the total number of transactions, the nature of each such |
transaction (including any items procured) and the amounts of all such
transactions UNDP ergaged in on its own or on behalf of other UN
organizations with these entities from 1998 until the present. .

Pleasc describe how such fund transfers were deemed to be consistent -
with the UNDP DPRK country program. Please provide this information
for particularly the DPRK country program and for any and all ather

- country programs as well.

In eddition, please provide & copy of the Memorandum of Understa.ndmg
(MOU) and or any other contract{s) that govern the terms of such
transactions with IFTJ or Zang Lok.

Finally, we request that UNDP cease doing business with IFTJ and Zang
Lok .

The United States is concetned with UNDP’s purchase of cquipment that has
“dual use” capability (legitimatc civilian use and militaty and weapons proliferation use)
for the DPRK governmhent purportedly under the stewardship of the UNDP DPRK
country program. - For example it appeats that on My 13, 2006 UNDP procured and
delivered a sophisticated Global Positioning Equipment (GP'S) system, a portable high-
end mass spectrometer, and a large quantity and variety of high specification computer
equipment. UNDP purportedly acquired such equipment for an “Agricultural Assistance
Project for Landscaping” (the “Landscaping Project”). The UNDP DPRK country
prog;ram for 2005-2008 as approved in 2004 contains no mention of such a Landscaping
Project’ nor.that UNDP would acquire such “dual use” equipment for the DPRK.

Because of sut concem, please provide infor’mation on ajl tran.sactions
including, the total number of transactions, the nature of each such
transaction (including a description of any items procured) and the
amounts of all such transactions in which UNDP acquired “dual nse”
cquipment on bebalf of the DPRK from 1998 until the present.

As you are aware such “dual use” equipment is subject to U.S. export
control Jaws. Accordingly, please provide copies of any and all U.S.
export licenses that UNDP obtained for these transactions.

As you are awate, the United States assumes that all UN organizations that
are hcadquartered in the U.S., including UNDP, to cornply with U.S,
export contro] laws and regulations.

. As you are aware the United States is deeply concerned with the illegal
counterfeiting of United States currency. On February 15, 2007 you advised me that

! The country progratn does state generally UNDP’s jntention to “Improve agricultura} praduction for food
safety and environmental sustainability.” )
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UNDP was in possession of suspected counterfeit U.S. dollar bank notes that were
subsequently delivered to the United States Secrct Setvice.

*  As partof our inquiry into this matter, please provide copies of any and all
UNDP documents including but not limited to safe content records, letters,
emails, memorandums, payment vouchers, in either paper or electronic
form that arise out of or relate in any way to UNDP’s receipt, retention,
disclosure, 2nd turncver of such suspected :ou.nterfen bank notes to the
United States.

» In addition please provide copies of any and all UNDP internal
documents, in cither papet or electronic form that arise out of or relate in
any way to any UNDP transaction or act1v1ty involving actual or suspecied
counterfeit U.S. currency,

As you are further aware UNDP frequently sponsored international travel for
DPRK officials, In a variety of instances UNDP’s locally hired employses (seconded
from the DPRK government), appears to have “withdrawn” counterfeit U.S. currency
from UNDP’s account at the DPRK’s Foreign Trade Bank (FTB) for such travel even
after UNDP purportedly stopped using U.S. dollars in the DPRK country program in
2002, After 2002, UNDP did not maintain a U.S. dollar account in the FTB, but rather
solely maintained euro and won accounts. In.instances wherein UNDP delivered U.S,
dollars to DPRK officials, the FTB cherged UNDP two (2) payment transaction charges
rather than the typical single payment-handling fec. The two (2) payment transaction
charges appear to reflect a payment-handling fee and a currency conversion fee to
convert UNDP euros to dollars at the FTB in Pyongyang.

*  Please provide the total number and total amount of individua) UNDP
payments wherein the DPRK FTB chargcd UNDP two (2) scparale
payment transaction charges. '

= Please describe the reason for FTB’s charge and UNDP’s payment of twb
(2) separate payment charges for all such transactions,

¢ Please describe why UNDP provided U.S. dollars to DPRK officials in
Pyongyang for travel (or for any other reason) after 2002 when euro
currency is negotiable worldwide.

* Please provide any and all information as to UNDP’s knowledge ot
suspicion of the use of counterfeit U.S. dollars in such transactions.

The United States is coticerned that UNDP procured for the DPRK 29 arms
contro] negotiation and other forcign policy related books for the DPRK as recently as
March of this year purportedly for a “Capacity Building in Arms Comrol and
Disarmament Project” (the “Project™). The UNDP DPRK country progratu’s from 2001
to the present do not contemplate nor authorize such a Project.?

* The 1997-1999 UNDP DPRX country program daes refer to a program entitled “Disarmament and Peaco
Institute Praject,” but it does nat reference such book purchases.
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* Because of our concerp, please provide a description of the rationale and
" justification for the Project and for the book purchases.

* Inaddition please provide an explanation of how such a Project and book
purchases fall under the scope of the UNDP DPRK country prog'ram
Finally, please provide a detafled description of all Projeét activities and

' the tota] amount expcndcd under the “terms” of thc Project since 1998.

In our meeting with Kemal Dervis yesterday, we also briefly dlSCUssed the audit.
Mr. Dervis suggested that although the Board of Auditors (BOA) Preliminary Review'
found that UNDP in the DPRK country program did pay in hard foreign currency, staffed
its office with DPRK government seconded officials and that DPRX. restricted site visits
to country projects, that the UNDP Executive Board approved cach of the three '
aforementiotied actions and deviations from such rules.

As I indicated, the United States, an Execunve Bcard mernber, is unaware of any
time when such activities were prescnted and or approved by the Exccutive Board.
Moreover, we have reviewed past Executive Board documents and cannot find any such’
references. Mr. Dervis jndicated that UNDP would provide us with the Executive Board
documents that inform of and authorize each of the three aforementioned activities.
Therefore, we 1ook forward to receiving such past Executwe Board documcnts from
UNDP.

Finally, I look forward to your rcsp‘onse‘ to my letter to you of May 14, 2007.
We appreciate all of your help and thank you for your attention to this matter.
| Sincerely,
AWl

Mark D. Wallace
Ambassador
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Excerpt of BDA Record of Wire Transfer from UNDP to Zang Lok Dated April 16, 2002

20 /SENDER’S REFERENCE
60ZEMGO22
23B/BANK OPERATION CODE < (Ei)
ERED Q:’
32A/VAL DTE/CURR/INTERBNK SETTLD AMT
G20416USD23450,
2002-04-16
us patllar
29450,00
50K/ORDERING CUSTOMER :
UNDP PYONGYANG DPR OF KOREA
59 /?ENEFICIARY CUSTOMER
IR

2aNG LOK TRADING €O LTD ;
70 /REMITTANCE INFORMATION BDAIRE’OTT/R!B:}/aL
| COUPUTER EQUIPUENT AND ACOESSORIES Charges: W30 —
T1ALD OF CHARGES Net Amount: voXiiyo —

Corr. Banks p\
. ....Valug Dates )

Excetpt of BDA Record of Wire Transfer from UNDP to Zang Lok Dated May 28, 2004

. J”ﬁ'mfh\f”_’] A ’ CREDIT ADVICE
neo Delta Asia saxt. ; 28-May-04

3 Y5 PARTICULARS N i £ X AMOUNT -
BEING AMOUNT CREDITED TO YOUR ACCOUNT WITH DETAILS AS FOLLOWS: : :
OUR REF. NO: BDA/RE/IR/1844/04. L -
PROM: UBS AG LAUSANNE: . . UsD 401415
THEIR REF. NO. G .. <-4+ .’y LESSOURCHGS ° 1284 .
BY ORDER OF: UNDP o PR .

" MESSAGE : KROOM14

10 [ o P
L\NG[DKMINGCOLTD‘

11=MAY~04 WITH TRN REF 3411131Ip379B471 FOR LSD
4 024,15 VALUF ) 1-MAY-~04

FHY DRDEH OF 4 LUINRE /TN FAVOQUR OF/

inNG LOK TRAD M. LTH e 'V ENUE
MO A/C: N

©IFASE REA RREGT BENEFICIARY 4S5 FOLLOWS:

ZANG LOK TRADING ¢O LTD S

e A e NUE I R/C C HACAU B/C:

Permanent Subcommittee on Investigations
EXHIBIT #13




Business Card of IFT] Employee Dated July 24, 2001

INTERNATIONAL FINANCE ANDTRADE JONT €0

0

A

\ ; i Office:
Head Office; Zhuhai Of . i
 do Ouv Amriaga 35, WFABNa. | g,
‘af(.i?fatl“m'g;gﬂam . Huging Garden Bt Shikia

* Jida, Vivabed, China.
TA{BSIN6IT ' &ﬂ; S 525 5502

RGOV TReSITIFCCY
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Business Card of Employee #2,
Employment with FTB Dated July 24, 2001

Reflecting

THE REPRESENTATIVE OFFICE OF THE
FOREIGN TRADE BANK OFDPR
OF KOREA, ZHUHAI, CHINA

A

]

Chief Representative

Thobai office:T/F A.B;No. 16 Building, Huajing Gardes,
X Fast Shihua Road, Jids, Thihai,China

Tel: 3355481, 3355295 - Pax: 3355482

Hobile: 13802675062 T

Tla: 456317 IFTC O l”’h[@{

EXHIBIT #14

I Permanent Subcommittee on in3estigations l
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Letter Identifying Employee 3 as an Employee of International Trade & Finance Joint Co,
(IFTC/IFT]) (Dated July 2003)

Jui. 31 2093 12:227—‘[" k1

FROM :
_ Tl T WS
INTERNATIONAL FINANCE AND TRADE JOINT CO.

Av. da Preia Grands No.405, chm Law D\ﬂldmx 20 mdur-B,
Telax:
P T 43 ) : Tel: FTIB4T, 373843 Fax: 373849

To  :Delin Asia Financial Group ~ Delta Asia Credit Limitad

C.C. :Banco Delta Asia 8. A:R.L., Macau — Mr. Edward Ngou
IFTC, Zhuhai

Date : 31™ July 2003

i Re : New arrangement

i Dear Sirs,

! Regarding to our arrangement of the Foreign Exchange and Gold/Silver dealing, please :
kindly to adjust with the following details and effective from 1™ August 2003:

i "The authority of NN 25 boon cancelted and M. Kim Tong Chol will :

instead of him, The dealcrs are_nnd Mr. Kim Tong Chol now.

Thanks for your kind astention in this matter.

i
i
H

Permanent Subcommittee on Investigations
EXHIBIT #15a
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Excerpt of Fax Identifying Employee 3 as a Seniox Member of a Delegation from FTB
(Dated September 2003)

v ran ’ #
L

To: Mr. David Lam

Fr: Vivian Wong

Re: Name List of FTB Delegﬁﬁou to Macan
1. M= O Kwang Chol President

2. Ms. Pek SunAe General Director

3. Mr PaeJe Gang Senior Ma.nager

g N

Permanent Subcommittee on Investigations

EXHIBIT #15b




235

United Nations Development Programme
The Administrator :

22 January 2007

Dear Members of the Executive Board,

In view of the forthcoming Executive Board session on the DPRK country
programme on Thursday 25 January 2007 T would like to. provide you with some
supplementary information to aid the discussion and to allay any concerns which may
have emanated from the Wall Street Journal article on DPRK of 19 January 2007.

Please do not hesitate to let me know should you require further clarifications.

Members of the UNDP Executive Board

Permanent Subcommittee on Investigations
EXHIBIT #16
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Note for the UNDP Executive Board
UNDP Posman on the Democratic People’s Republic of Korea (DPRK) Country Programme
and Operations

1.. UNDP operations in DPRK:

UNDP is implementing the DPRK programme in accordance with the decisions of ‘the entire
Executive Board and with the resolution passed recently by the UN Security Council. There ar a
number of formal safeguards in place 1o ensure that implementation is in compliance with existing
rules and regulations, including the opportunity for the UN Member States to raise audit issues on
country programme implementation on the basis of the annual report by the TJN Board of Auditers.
These procedures serve both as an oversight mechanism and as a safeguard for UN country stff,
particularly staff that are performing duties i in the most difficult of circumstances.

Cn’cumstances in.countries vary tremendously. Yet there is, and should continue to be a smgle set of
-procedures that our operations adhere to. The Administrator and Associate Administrator do not
tolerate exceptions to the standard norms in country programme implementation. Since the country -
programme is owned by the programme country this requires full compliance from the latter’s side
order to enable agencies, furids and programmes to do their work, In the particular circumstances thit.
define the options for implementation of the DPRK country programme by UNDP, the fundamenta}
.question is whether there is a role for UNDP at ali, or. for that matter-other UN agencies Whilst thisis -
a decision for the Executive Board, we would like to emphasize that UNDP staff are in North Korea
because, to date, the entire Executive Board has expressed the wish for us to be there.

2. Use of hard currency:

The financial management of our programmes is governed by the UNDP Financial Rules and
Regulations. Financial Regulations were approved in the Executive Board decisions 2000/4 and .
“2005/17. These do not stipulate specific requirements with regard to the utilization of currencies: Tk -
decision regarding the choice of currencies utilized is made by the head of each Country Office. Thi

is included in an internal instruction issued by the Director of the Bureau of Management (BOM). Tz
Director of BOM has been delegated authority by the Administrator to issue instructions of this

nature. A5 a result, written waivers regarding utilization of-ciorrencies are not required by the UNDP
programme in DPRK. In the internal manuat on administration and managemient Country Offices art
encouraged to utilize local currencies as circumstances permit, thereby ensuring adequate use of
accumnulated local currencies and furthermore mitigating risks of devaluzmon Parenthencally currenl
payments in hard currency only refer to Euros,

The UNDP Executive Board at its regular session in 2005 on 28 January 2005 took note of the curre:
DPRK Country Programme (2005-2006) in its decision 2004/41 without a specific reference to the
utxlxzatlon of hard currency, general!y or by category.

There is not formal requiremem to pay local expendimres exclusively in local currency, although
Country Offices are encouraged to utilize local currencies as circumstances permit.
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To further clarify the issue of the use of hard currency: either we pay our local 5taff and contractors in
Euros or we exchange Euros for North Korean Won via the central bank. To mitigate possible
misperceptions about paying euros directly 1o national staff, we decided to change our policies in mid-
December and will no longer be making direct payments in hard currency to government, national
partners, local staff and jocal vendors ‘as of 1 March' 2007. However, the fact remains that UNDP, and
any other international entity working in'DPRK, must purchase Jocal currency from the DPRK Central
Bank.

3, Recruitment of local staff;

The local situation in DPRX is the same for UNDP as for diplomatic missions, international

“ organizations and NGOs in DPRK.: we are subject to service agreements with the government on
national staff provision. The pertinent point is whether we would want to continue this sm.lauon Itis
clear that we do not want this practice to continue as of mid-December we have decided to discontinte
sub-contracting of national staff vxa govemment recruitment and we have mformed the DPRK
government of this decision. .

4. Content of the. proposed country programme in DPRK:

The country programme for DPRK before ‘you was based on the assumption of a transition to a stage- -

of institutional development. However, in the given circumstances, we would be yeady to further
reconsider the content of the programme, and make necessary adJustmems to the contents of the

proposed programme, namely to confine our support to..more narrowly- circumscribed human
development objectives and submit this for consultation with the DPRK government. ) R

5. Oversight of the programme:

On the basis of the most recent audits conducted in 1999, 2001 and 2004 we have no reason to believe
that our programmes were subverted to-fund non—legxtlmate activities.

In terms of oversight of the programme -in DPRK over thé years, UNDP has put in place audits and
has made continuous adjustments to tighten our systems and controls while working in difficult
circumstances. In addition additional measures have been put in place to strengthen monitoring and
evaluation of the DPRK country programmne.

Out of eleven ongoing projects that are nationally execuied, nine are, de facto, directly executed by
UNDP in the form of country office support to NEX. Accordingly, UNDP financial, procurement and
personne} policies have been applied to their implementation, including a review by the Local
Contracts, Assets and Procurement Committee as riecessary. For two NEX projects, advances have
been given on a quarterly basis, and reporting has been received from project authorities on the
amounts spent as per UNDP programme procedures. No advances have been made for any other
ongoing NEX project. All advances to the government have been discontinued as of January 2007.
Importantly the total of transfer payments for 2005/06 is, to be precise, US$337,701.28.

Senjor management recognize the need for increased caution in the post-sanctions environment and
we therefore intend to seek confirmation that the future country programme would be in accordance
with Security Council Resolution 1718.
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There has been a noticeable improvement in the implementation of audit recommendations between
1999 and 2004 The internal autitors’ count shows that meaningful follow-up was given to the many
audit recommendations, with a remarkable decrease in the apparent need for recommendations in
2004 as opposed to the high numbers in 1999 and 2001

Status Summary Implementation of Implementation of Implementation of
R dations for Audit | R Jations for Audit Rcéommgnda(iuns for Audit
- Report RCMO018* (i$sued | Report RCM0081* (issued | Report RCMO148 {issued
Aug 1999} as at 30 June 2000 | * Jui 2001) as at December | Sept 2004) as at December
i i . 2006 ) | 2006
Implemented . 17 . .27 8
In progress -1 - 7 -4
Not impl d 3 3 1
Unclear - NiA - 0 9
Not applicable . : NA 1 1
Total no, recommeéndations 31 . 38 14

* the audits conducted in 1999 and 2001 were can'iedj out by the audit firm KPMG (based in Malaysia

_ While this does not indicate that everything is perfect, it underscores the, serious effort made to ensure
effective oversight , despite a less than conducive environment. Moreover the recommendations have
identified fundamental issues that hssd:d to be addressed beyond the existing framework of
cooperation with DPRK, i.e. direct payments in hard currency to government, national partners, Jocal
staff and local vendors and sub-contracting of national staff via- government recruitment. As indicated
above we have decided to dlSCOntanE both practices. :

Consistent with UN system-~ wide poiicies and practices as articulated in May 2005 by the UN Chisf
Executives’ Board’s High Level Committee. on Management, internal audit reports ‘are importait
management tools for Executive Heads and therefore confidential. The United Nations Board o
Auditors, has full access to all internal audit reports, and includes their findings as needed in i
pubhcly‘avmlab‘le annual report to the General Assembly. However, we are currently in discussion
with the UNDG ExCorm heads on the most appropriate way forward to.ensufe increased direct acces
to audits findings for Board Members. .

6. UNDP programme and office disbursements in DPRK

Different media references have been made on the total size of UNDP’s programme and office
expenditure in DPRX, some widely exaggerated. On the basis of data that have been provided to
date we can say that over the period of the past ten years the average of annual UNDP disbursement -
has been around $3.6 million per year. This is, on average, approximately 50% less than the ceilings’
approved by the Board which further indicates the high complexity of operating in DPRK.
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As of 21 January 2007 the following breakdown was available:

UNDP DPR KOREA Country Programmes

Approved Programme '
Programme Cycle (in US3000) Actual Disbursements (in US$B00) ~
1997-2000 17.344 ) 15.959
2001-2004 19,783 ‘ 6.696
2005-2006 22220 6.451*
" Boar d?;;‘{‘ﬁiﬁfjo'g“mmﬁes | Total Amount delivered 529.106 m

* Preliminary figures in 2006: budgets are not yet closed

UNDP DPRK }:‘rogramme énd-Ofﬁce Support Budget Disbﬁrs;:mentsf

Office Support.
Total Programme B Total
1997 . -~ 5.895,584 S 5895584
1998 5,374,049 773,042 | .7,147,091 |
1999 1,596,522 815,255 7414777
2000 . 2,093,103 500,339 2,593,442
2001 1,514,645 447,930 | 1,962,575
2002 | 11,829,752 667,170 2,496,922
2003 - . 2,259,861 | . 732,680 | 2,992,541
2004 1,002,000 903,000 |- 1,995,000
2005 3,169,000 | - 426,000 3,595,000
2006 EST 3,282,000 | . 1,046,000 4,328,000
Tatal: . 29,106,516 . 6,311,416 35,417,932

*includes disbursements outside of DPRK.
% fulf data still to be confirmed: assumed to be approximately the same magnitude as 1598

7. The way forward

In order to fully review our operations in DPRK we would welcome a ful] independent and
external audit of the current programme in DPRK within the overall framework and possibly in
addition to what will be outlined by Secretary-General Ban Ki-moon regarding the Funds and
Programmes more generally. We would like to suggest that the Executive Board provides us with
the necessary guidance on the modalities of such an audit at the most appropriate time.

22 January 2007
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New York,
Excellency.

! have the honour to refer to the external audit on the ¢
prujects for the Democratic People’s Republic of Korea (DPR

The DPRK has maintained good relations of cooperati
for several decades.

it is well-known the aid projects of UN agencies inclus
Development Programme (UNDP) in the DPRK have been ¢a
transparent way, in conformjty with the UN regulations. Thet
the external audit is being done or not.

However, the audit was proposed at the time when the
UNDP sid funds in the DPRK and we can not but doubt that
are strictly in line with the US hostile maneuvers against the I

Last January, from dirty political motives, the US fabri
have used the UNDP aid funds for the development of nuclea
and demanded investigation on the UNDP aid activities in the

As the UNDP has denied, the US allegations are sheer
international aid to the DPRK,

We have already made ¢lear that it is the DPRK’s consi

cooperation Wwith the UN agencies. But if the above mentioned
US attempt to politicize international aid to the DPRK, we wi
consequences will be severe,

T should be grateful if you would have the present lette
the General Assembly under agenda item 53 “Sustainable dev,
“Qperational activities for development: operational activities
Nations Systern”.
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HE. Mr. Ban Ki-moo
Sucretary-General
United Nations
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bn with different UN agencies
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tefore, we do not mind whether
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he motive and purpose of audit
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external audit is to serve the
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33fe& Region=US& fr

&ltomYear—2002 i xch

Transaction Details for TRN: 4039900233fc

Instruction Date;

Payment Date:

final TRN. asp

Region:
8/21/2002
8/21/2002

Transaction Amount: $299,980.00

Transaction Type:
Customer Swift ID:
Debit Fin Entity:
Credit Fin E ntity:
Credit Reference:
Debit Reference:
Sender's ID:

Bene Fiag:

Order Party:

Order Bank:

Debit Party:

Details of Payment:

Credit Party:

CHC

a1
01
REBS5138/02

INTERNATIONAL FINANCE AND TRADE
JOINT CO.

BANCO DELTA ASIA S.AR.L

MACAU BRANCH

MACAU MACAU

WACHOVIA NY INTL

1.C.5. CLEARANCE ACCOUNT .

180 MAIDEN LANE

NEW YORK NY 10038

B O NATIONAL COORDINATING
COMMITTEEFOR UNDP,REF.TTB62-144
MSG:PAYMENT FOR PURCHASE OF
BUILDING (CANADA}

PERMANENT MISSION OF THE DPR OF KOR
TO THE UN

820 SECOND AVENUE 13TH FL

NEW YORK NY 10017

i

= Redacted by the Perm:

anent
Subcommittee on Investigations

Permanent Subcommittec on Investigations

Niew/finalreport TR

EXHIBIT #18a

r=2002&subniti=Search {12007 10:40:17 AM
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Itps:#imonprd.chase cam/view/inalreponn TRIN, asp7im=q R 62900242 fe& Region=LUIS, & frarm Year=2002 it~ 3earch

Transaction Details for TRN: 4862900242f¢ Region:
Instruction Date: 8/30/2002

Payment Date; 8/30/2002

Transaction Amount: $299,980.00

Transaction Type: CHC

Customer Swift ID;:

Debit Fin Entity: o1 et = Redacted by the Permanent
Credit Fin Entity: 01 ‘ Subcommistee on [nvestigations

Credit Reference: RE65352/02

Debit Reference: m

Sender's ID:

Bene Flag:

Order Party: INTERNATIONAL FINANCE N TRADE JOINT
Co.

Order Bapk: ’ BANCO DELTA ASIA S.A.R.L.

MACAU BRANCH
MACAU MACAU
Debit Party: L 3 )
WACHOVIA NY INTL
1.C.5. CLEARANCE ACCOUNT
180 MAIDEN LANE
NEW YORK NY 10038 i
Details of Payment: B O NATIONAL COORDINATING
COMMITTEEFOR UNDP, REF.TTB&2-150
MSG:PAYMENTFOR PURCHASE OF
BUILDING(CANADA)
Credit Party:
PERMANENT MISSION OF THE DPR OF KOR
TG THE UN
820 SECOND AVENUE 13TH FL
NEW YORK NY 10017

s/ Tty h Aew/fi port TRN.0gp?trm«.,. 2fc ion-US& Muonth=8& Year=2002, il HLSZR0U7 104130 AM
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httprs:/ Rmanprd.chase.com/view/finatropon TRN. asp Am=4289 102 52fc&Region=US& fromh from Ycar=2002 it} Search

Transaction Details for TRN: 4289100252fc __ Region: US ]
Instruction Date: 9/9/2002
Payment Date: 9/9/2002
Transaction Amount: $399,980.00

= Redacted by the Permanent

Transaction Type: CHC Subcommittee on Investigations
Customar Swift ID:

Debit Fin Entity: 01

Credit Fin Entity: a1

Credit Referenca: REE5514/02
Dehit Reference:

Sender's ID:

Bene Flag:

Order Party: INTERNATIONAL FINANCE N TRADE IQINT
co.

Order Bank: BANCO DELTA ASIA 5.AR.L.
MACAU BRANCH
MACAU MACAU

Dabit Party:

WACHOVIA NY INTL
1.C.S. CLEARANCE ACCOUNT
180 MAIDEN LANE
NEW YORK NY 10038

Details of Payment: B O NATIONAL COORDINATING
COMMITTEEFOR UNDP, REF,TTB62-155
MSG:PAYMENTFOR PURCHASE OF
BUILDING{CANADA)

Credit Party: L
PERMANENT MISSION OF THE DPR OF KOR
TO THE UN
820 SECOND AVENUE 13TH FL
NEW YORK NY 10017

hrips prd chase s i port TRN aspfim=.. e & Region~US& & fromVYear=200 VU007 10:42: 85 AM
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May 30, 2007
List of Books UNDP Procured for the DPRK in March 2007

1 Reshaping Rogue States, Alexander T. J. Lennon, 2004
2. Contemporary Nuclear Disputes, Alexander T. J. Lennon, 2002

3. Deadly Arsenals: Nuclear, Biological & Chemical Threats, Camegie
Endowment for Intemational Peace, Joseph Cirincione, 2005 -

4. The International Struggle over Iraq, Politics in the UN Security Council,
David Malone, 2005

5. The Troubled Peace: US Policy and the Two Koreas, Chin-Jin Lee, 2006
6. Chaéing the Sun: Rethinking East Asian Policy, Morton Abramowitz, 2006
7. Asia's Giant: Comparing China & Indié; Edward Friedman, 2006

8. ‘Cilina: The Balance Sheet; What tﬁe World Neéds to Know about the
Emerging Superpower, The Center for Strategic and International Studies and the

Institute for International Economies, 2006

9.  TheEnd of Iraq: How American Incompetence Created a War without End,
Peter W. Galbraith, 2006

10.  The Psychology of Nuclear Proliferation: Identity, Emotions and Foreign
Policy, Jacques Hymans, 2006 : ' '

11.  Fiasco: The American Military Adventure in Iraq, Thomas Ricks, 2006
12. Nation-Building: Beyond Afghaﬁistan and Iraq, Francis Fukuyama, 2005

13.  The Secret History of the CIA and the Bush Administration, James Risén,
2006 ‘ '

14.  The Comprehensive Nuclear Test Ban Treaty: An Insiders Perspective,
Keith Hansen, 2006

15.  The Global Cold War: Third World Interventions and the Making of our
Times, Anne Westad, 2005



248

May 30, 2007
List of Books UNDP Procured for the DPRK in March 2007 -

16. © A Hundred Horizons: The Indian Ocean in the Age of Global Empire,
" Sugat Bose, 2006

17.  Power Shift: China and Asia’s New Dynamics, David Shambaugh, 2006

18. - Taming American Power the Global Response to US Prlmacy, Stephen
Walt, 2005

19.  Making States Work: State Failure and the Crisis of Governance, Simon
. Chesterman

20.  Second Strike: Arguments about Nuclear War in South Asia, Rajesh
- Rajagopolan, 2005

21.  Peace-building in Post Conflict Societies Strategy and Process, Hu-Won
Jeong, 2005 .

22, Military Intervention after the Cold War: The Evolution of theory and.
Practice, Andra Kathryn Talentino, 2005 ,

23.  The quest for visible peace. International Intervention and Strategies for
Conflict Transformation, Jock Covey, 2005

24, Rlsmg to the Challenge China’s Grand Strategy -and International Security,
Avery Goldstein

25. . Renegade regimes: Confronting Deviant Behavior in World Politics,
Miroslav Nincie, 2005

" [Article or Book] by Phillip B. Hoyman, the MIT Press, 2005

27.  Electing to Fight: Why Emerging Democracies Go to War, Edward
Mansfield, 2005

28.  Three Decades of Arms Control and International Law, Thomas Graham

29. Toward Nuclear Abolition. A History of the World Nuclear Disarmament
Movement, Lawrence Wittner, 1971
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RESPONSES TO SUPPLEMENTAL QUESTIONS FOR THE RECORD
FROM

SENATOR CARL LEVIN
SENATOR NORM COLEMAN

to
THE HONORABLE ZALMAY KHALILZAD
Permanent Representative of the United States of America
to the United Nations

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS
HEARING ON
UNITED NATIONS DEVELOPMENT PROGRAM:
A CASE STUDY OF NORTH KOREA
January 24, 2008

1. In your testimony before the Subcommittee, you noted that the United States
provides roughly $3 billion annually to UN Funds and Programs, which includes
UNDP. Under the Foreign Assistance Act of 1961, 22 U.S.C. 2227, the Secretary of
State must certify annually that these funds are being spent efficiently and
transparently. What metrics does the Department of State employ to determine that
U.S. taxpayer funds are spent in accordance with the statute?

RESPONSE: We have long monitored the management of individual UN
organizations, including the expenditure of donor contributions. In 2007, the U.S.
government launched the United Nations Transparency and Accountability Initiative
(UNTALI) that identified recent reforms approved for the UN Secretariat that should
be implemented within the Funds and Programs and Specialized Agencies to address
weaknesses in those organizations. Specifically, this initiative focuses on eight areas
in which the United States and other member states can exercise greater oversight,
particularly in the areas of finance and budget. For instance, the State Department
now seeks to ensure that UNDP and other UN entities provide public access to
important budgetary, financial, and procurement information. With access to this
previously undisclosed information, the State Department will be better able to
monitor UNDP and other UN organizations in order to have reasonable assurance that
donor funds are being used efficiently, effectively, and appropriately.

Permanent Subcommitice on Investigations
EXHIBIT #20
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2.

2. How does the Department of State determine that programs administered by UNDP
contribute te human development? In your response, please set forth the metrics
used by the Department of State in making this determination.

RESPONSE: We rely on several means to determine the effectiveness of UNDP's
programs, including:

* OMB's Program Assessment Rating Tool (PART), which measures
UNDP's performance at the global level, using several indicators --
democratic governance, public administration reform and anti-corruption,
conflict prevention and peace building, and private sector development
(details attached). We are in the process of updating the indicators and
measures as part of our ongoing efforts to refine this tool.

* Based on an Executive Board decision in January 2006, UNDP
management is required to provide country-level program performance
data and make it publicly available. UNDP is still in the process of
implementing this Board directive and we expect to see the measurable
results promised by UNDP management during the current year.

*  Evaluations of completed country programs and projects. UNDP currently
does not perform end-of-cycle program evaluations, but in response to our
requests is moving in this direction.
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3. The report released by the Subcommittee determined that the North Korean
government engaged in deceptive financial practices by transferring close to three
million dollars of its own funds out of North Korea into western financial
institutions using a bank account established to receive and disperse UNDP funds
intended for development projects, and by referencing UNDP in the wire transfer
documents. Moreover, the report concluded that UNDP paid funds directly to an
entity known as the International Finance and Trade Joint Company, a Macau-
based entity that appears to have acted as a funding conduit for the North Korean
government.

Please explain what measures the Department of State will take to ensure that such
conduct is not recurring either in North Korea or elsewhere, under the guise of UN
activity, including UNDP.

RESPONSE: Since March 2007, UNDP has not been operating programs in North
Korea. Asaresult of the information uncovered by various U.S. inquiries into UNDP
activities in North Korea, including the Permanent Subcommittee on Investigations
Report, the State Department has increased its oversight of UN activities around the
world. As part of these oversight efforts, the State Department has begun to insist that
the UN Funds, Programs and Specialized Agencies, including UNDP, assert more
control and oversight in relation to financial transactions associated with
implementation of country programs and make important programmatic information
such as financial, budgetary and procurement information available to UN member
states. These measures, in particular increased transparency, will help to discourage
attempts by countries to use the UN name and/or logo for deceptive and/or irregular
transactions by providing the U.S. government and other Members of the Executive
Board with greater insight into UN programmatic activities.
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4. Section 668 of the Consolidated Appropriations Act of 2008 mandates that the
Department of State certify to Congress that UNDP has provided adequate access
to information concerning UNDP’s activities and has instituted an effective
whistleblower protection program.

Please explain the following:

a) How willthe Department of State measure UNDP’s compliance with requests for
information concerning UNDP’s activities? In your response, please set forth the
metrics that will be used by the Department of State in making this
determination.

RESPONSE: In 2007 the U.S. government launched the United Nations
Transparency and Accountability Initiative (UNTAI) that identifies reforms in the UN
Secretariat that should be applied within the Funds and Programs and Specialized
Agencies to address weaknesses in those organizations. Specifically this initiative
addresses eight areas that require action by UNDP and in regard to which the U.S. and
other member states can exercise greater oversight. UNDP Management has been
notified of this initiative and the importance which the U.S. attaches to it. In May
2007, February 2008, and again in July 2008, the Department inquired with UNDP
what action it was taking in regard to these eight areas, including specifically the level
of public access to financial and budgetary information. The State Department has
since developed criteria for public access to information which will serve as a metric
for measuring UNDP’s progress and compliance in this regard. UNDP must
demonstrate that it is providing free and open public access to relevant information
related to the Organization’s operations, including program and budget documents,
information on procurement activities and administrative policies. In short, this
information should be easily available on the Internet. The State Department will
require that UNDP’s regulations, rules and directives concerning management,
financial and personnel practices are also readily available to the public.

In addition, the criteria provide for the disclosure to Member States of internal audit
and oversight reports upon request, in their original and unedited form. In October
2007, the UN’s Chief Executive Board (CEB) endorsed the disclosure of internal
audit reports but noted that such policies should not be applied retrospectively. The
Department of State has taken the position that the release of prior reports would help
a Governing Body examine specific issues brought to its attention. As UN entities
proceed with implementing the CEB recommendation, the Department of State
continues to seek to broaden the recommendation of the CEB and the policies of
UNDP and others to support disclosure of prior reports.
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b) How will the Department of State measure UNDP’s compliance with the
requirement that it establish and comply with an effective whistleblower
protection program? In your response, please set forth the metrics that will be
used by the Department of State in making this determination.

RESPONSE: Similarly, the State Department has developed criteria to measure
UNDP’s progress and compliance with the requirement that it establish and comply
with an effective whistleblower protection program. UNDP must implement effective
whistleblower protections against retaliation for reporting misconduct and/or
cooperating with the internal oversight function. These policies must be well known
to staff and conform to best practices to be acceptable. Staff must have an effective
mechanism for recourse if retaliation is taken or threatened. In this regard, UNDP
must have an independent ethics officer who is responsible for enforcing the
Organization’s whistleblower protections. The State Department is seeking periodic
updates with UNDP in this regard.
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RESPONSES TO SUPPLEMENTAL QUESTIONS FOR THE RECORD
FROM
SENATOR TOM COBURN
to
THE HONORABLE ZALMAY KHALILZAD
United States Ambassador to the United Nations

HEARING ON
UNITED NATIONS DEVELOPMENT PROGRAM:
A CASE STUDY OF NORTH KOREA

1. North Korea states it transferred money through U.N. accounts in order to avoid
sanctions. What management and oversight reforms will the State Department
mandate for the Bureau of International Organization Affairs to prevent U.S.
contributions to the UNDP and other multi-lateral entities from violating U.S.
sanctions?

What preventative, risk-management oversight does the Bureau of International
Organization Affairs conduct in order to avoid funding entities, such as the UNDP,
that lack internal controls or other measures to prevent terror financing and the
enrichment of terror sponsoring states?

RESPONSE: In 2007 the U.S. government launched the United Nations
Transparency and Accountability Initiative (UNTAI) that identified reforms in the UN
Secretariat that should be applied within the Funds and Programs and Specialized
Agencies to address weaknesses in those organizations. Specifically this initiative
addresses eight areas that require action by UNDP and these other organizations in
regard to which the U.S. and other member states can exercise greater oversight,
particularly in the areas of finance and budget. For instance, the State Department
now seeks to ensure that UNDP and other UN entities provide public access to
important budgetary, financial, and procurement information, which could include
information regarding UN bank accounts, if necessary. With access to this previously
undisclosed information, the State Department will be able to better evaluate UNDP
and other UN programs in order to ensure that donor funds are being used efficiently,
effectively and appropriately.

In addition, the State Department has made disclosure of internal audit reports by UN
entities — an important internal control - a requirement for acceptable oversight and
risk-management measures. When USUN was given access to the internal audit
reports for the UNDP program in North Korea, USUN discovered numerous
programmatic irregularities that were previously undisclosed to Member States.

Permanent Subcommittee on_Investigations
EXHIBIT #21
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2.

Regular access to internal audit reports should deter or reveal similar irregularities,
if they exist, and enable the State Department to bring these irregularities to the
attention of UN management for corrective action.

2. Three weeks prior to the hearing, the Permanent Subcommittee on Investigations
sought guidance on declassifying a paraphrased characterization of a sentence in a
classified State Department cable. The cable contains information from a different
but relevant agency. The Subcommittee received clearance from the relevant agency
to use the paraphrased characterization of the cable since it did not reveal sources
or methods. Ambassador Chris Hill decided to classify this characterization, but the
Ambassador decided to not inform the Subcommittee of his decision until it was too
late to appeal the decision and include the information in the Subcommittee
report. Ambassador Hill’s actions undermined the efforts of the subcommittee to
demonstrate how U.S. tax dollars were used by UNDP to fund terrorist entities of
the North Korea regime. Why did the State Department classify something a
relevant agency said should not be classified, and why did the State Department
wait until the late afternoon on Friday, January 18th, 2608, when most Senators had
already traveled home, to inform the subcommittee of its decision? Please discuss
this with Ambassador Hill before answering the question.

RESPONSE: The State Department reviewed the request, cable, and the sentence
that the relevant agency proposed to declassify. In the end, we opposed
declassification of the cable in whole or in part as well as the release of the proposed
sentence, as it reported foreign government information that was conveyed in
confidence to the U.S. government in the course of official bilateral discussions.
Because the unauthorized disclosure of this information could reasonably be expected
to cause serious damage to our foreign relations, the need for classification of this
information remains unchanged.

The timing of our response was not deliberate as we needed a fair amount of time to
come to a decision internally and in coordination with the inter-agency on a proper
response.



259

3.

3. Asyou know, U.S. law imposes sanctions on entities that finance terrorism. Should
U.S. officials be held liable under these laws for giving U.S. funds to the UNDP after
the Administration learned UNDP gave funds to the financier of North Korea’s
weapons programs as well as gave funds directly to the regime without any
controls?

RESPONSE: We have long monitored the management of individual UN
organizations, including the expenditure of donor contributions. In 2007, the U.S.
government launched the United Nations Transparency and Accountability Initiative
(UNTAI) that identified recent reforms approved for the UN Secretariat that should
be implemented within the Funds and Programs and Specialized Agencies to address
weaknesses in those organizations. Specifically, this initiative focuses on eight areas
in which the United States and other member states can exercise greater oversight,
particularly in the areas of finance and budget. For instance, the State Department
now seeks to ensure that UNDP and other UN entities provide public access to
important budgetary, financial, and procurement information. With access to this
previously undisclosed information, the State Department will be better able to
monitor UNDP and other UN organizations in order to have reasonable assurance that
donor funds are being used efficiently, effectively, and appropriately.

In response to action initiated by the U.S. in UNDP’s Executive Board, UNDP
terminated its programs in North Korea as of March 1, 2007, because the DPRK
government refused to comply with UNDP rules for operations of country programs.

In recent years, particularly during the past year, we have been pressing UNDP
management to improve its performance and take corrective action. Among other
steps, we have requested UNDP management to make its audit and program
performance information available to the UNDP Board and the public, to improve
programming and evaluation systems to ensure that donor resources are used
effectively and that program results are properly evaluated and reported.

UNDP is an important multilateral vehicle for advancing U.S. foreign policy
objectives, including assisting the poor in over 130 countries in the world. UNDP
works in several areas that are foreign policy priorities for the U.S., such as
democratic governance and post-conflict reconstruction and stabilization. It is,
therefore, important for us to participate in the organization and support its mission,
including providing funding,.
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a. Isitappropriate to waive U.S. sanctions in support of UNDP exporting dual-use
technology to state spomsors of terror or providing funds (cash or money
transfers) directly to entities under U.S. sanctions? If so, please provide recent
examples.

RESPONSE: We are not aware of recent cases where UNDP may have needed
a waiver of U.S. sanctions to export technology or funds to North Korea.

b. Should the UNDP be designated as a terrorist entity since it provides financial,
material, and technological support for the non-humanitarian and non-
development activities of state sponsors of terror?

RESPONSE: The United States does not consider the United Nations
Development Program to be an entity that finances terrorism. We do not consider
the provision by UNDP of funding for development projects in North Korea to
constitute the financing of terrorism.

4. Do you support withholding U.S. funds to the UNDP until the UNDP Administrator
cooperates with U.S. investigators by providing unfettered access to all UNDP
records that are hidden in U.N. offices in North Korea?

RESPONSE: The UN Board of Auditors conducted a preliminary phase audit of UN
activities in North Korea. The Board released it report on May 31, 2007.
Unfortunately, while the BOA report confirmed U.S. concerns in a variety of areas,
the BOA was unable to travel to North Korea to examine original documents in
Pyongyang, including receipts for checks that were written out to “cash” for payments
to vendors and staff. As you know, the External Independent Investigative Review
Panel (EIIRP) established by UNDP to inquire into UNDP activities in North Korea,
is working with UNDP and the U.S. Mission, to facilitate its work. Apparently,
UNDP has transferred files to New York for examination by the EIIRP.

The Panel issued its report at the beginning of June 2008. The State Department
cooperated extensively with the Panel in order to facilitate its work.

We remain concerned by a number of the Panel's findings and the on-going need for
corrective action. We have been working with UNDP management for over a year
now to address systemic weaknesses through our UN Transparency and
Accountability Initiative (UNTAI).
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5.

We will continue to follow up with UNDP management and the Executive Board to
address the Panel's findings and recommendations and to press for continued
improvements in UNDP's management oversight and transparency and accountability
systems to ensure that UNDP follow its own rules and procedures and reduces risks
in similar situations.

5. Now that we know the UNDP is dangerously negligent in its dealings with rogue,
terroriststates like North Korea, why hasn’t the State Department’s budget request
for 2009 asked Congress to zero out its $100 million contribution to the UNDP core
budget?

a. Will you advise other U.S, agencies against contributing to the UNDP through
extra-budgetary contributions that totaled more than $142 million in 2005
according to the OMB?

b. Inan attempt to avoid further terror financing through the UNDP, do you think
itis advisable for the President to issue an Executive Order prohibiting any U.S.
agency from funding the UNDP (cash or in-kind) until the UNDP adopts
adequate controls, allows frequent audits from non-U.N. entities, and enacts
other risk management reforms?

RESPONSE: UNDP is an important multilateral mechanism for us to advance
U.S. foreign policy objectives, including assisting the poor in the world.
UNDP works in several areas that are U.S. foreign policy priorities, for
example, democratic governance, post-conflict reconstruction and stabilization.
It is, therefore, important for us to participate in the organization and support
its mission, including by providing funding.

In response to action initiated by the U.S. in UNDP’s Executive Board, UNDP
terminated its program in North Korea as of March 1, 2007, because the DPRK
government refused to comply with UNDP rules for operations of country
program,

In recent years, particularly during the past year, we have been pressing UNDP
management to improve its performance and take corrective action. Among other

steps, we have:

* Requested UNDP management to make its audit and program
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performance information available to the UNDP Board and the public,

¢ Requested UNDP management to improve programming and evaluation
systems to ensure that donor resources are used effectively and that
program results are properly evaluated and reported.

We are also actively taking steps to implement Section 668 of the 2008
appropriations legislation to improve UNDP transparency and accountability,
with respect to State Department access to information regarding UNDP
programs and activities, UNDP oversight of programs and activities globally,
and whistleblower protection policy.

Other USG agencies’ contributions to UNDP are voluntary funding earmarked
for specific purposes. Assuch, donor USG agencies, through negotiations with
UNDP, set the conditions for the use of these funds, including oversight and
monitoring requirements. These agencies have the option of not providing
funding if UNDP cannot meet the standards that they deem necessary for
internal control, access to audits, and other oversight requirements.

6. InSeptember oflast year, the South African U.N. Ambassador — who opposes every
major U.S. initiative at the U.N. - praised you for “going against your own mission*'
in backing off the allegations of UNDP mismanagement in North Korea. Is the
South African Ambassador correct?

RESPONSE: The South African Ambassador to the UN has no specific role with
UNDP or their executive board. Ambassador Khalilzad and the U.S. Mission directly
approached UNDP about the mismanagement of the UNDP program in North Korea.
The U.S. Mission worked with UNDP to establish an independent investigation to
review evidence of mismanagement and improprieties by UNDP in the administration
of the North Korea country program. Ambassador Khalilzad’s objective was to find
the most effective solution to the problem. As a result, UNDP established the
External Independent Investigative Review Panel (EIIRP), headed by a former Prime
Minister of Hungary, to review evidence of mismanagement and other improprieties
with which we cooperated extensively in order to facilitate its work.
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7. The U.N.’s Alliance of Civilizations is an extension and continuation of the U.N.’s

Dialogue of Civilizations founded by the Iranian government in 1998. The
framework of the Alliance of Civilizations' blames tensions between Muslims and
Western societies on Israel (paragraph 4.4), claims the Allied Forces invasion of Iraq
had no connection to the War on Terror and was unjust (paragraph 4.7), and
suggests countries fighting against Islamic terrorism, like the U.S., are practicing
arbitrary detentions and renditions (paragraph 4.8). Is U.S. policy reflected in these
and other passages of the framework document?

RESPONSE: There is no direct organizational link between the Alliance of
Civilizations and the Dialogue among Civilizations, which is based on a concept
introduced in 1998 by Iranian President Khatami and run by the United Nations
Educational, Scientific and Cultural Organization (UNESCO). Spain and Turkey
developed the Alliance of Civilizations (AOC) initiative in the wake of the 2003
Madrid bombings, in response to the perception of a growing divide between Western
and Muslim societies. The Secretariat of the AOC believes the AOC has the potential
to promote trust and understanding among diverse communities and prevent media
from being used as a tool to fuel similar misunderstandings in the future. The AOC
hopes to become a clearing house for information and a catalyst for partnerships
between government agencies, international organizations and civil society bodies
working in areas of intercultural and inter-religious engagement.

The AOC is aware of our deep concerns about the conclusions of the High-Level
Group Report, which we expressed at the time of the report’s release in December
2006. The United States rejects the High-Level Group Report’s criticism of U.S.
involvement in Iraq and Afghanistan and its conclusion that Israel is responsible for
Islamic extremism. Moreover, we do not agree that there is an inherent Muslim-West
divide, noting that Muslims are a part of the West and Muslim issues are not limited
to the Middle East and North Africa.

We continue to urge the AOC to take steps to ensure that it does not assume the ill-
informed conclusions of the High-Level Group.

t

http://www.unaoc.org/repository/HLG Report.pdf
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a. Reports indicate Secretary Condoleezza Rice recently told officials in the
Spanish government that the U.S. planned to support and participate in the
Alliance of Civilizations. Is this report accurate?

RESPONSE: The United States has not made a financial contribution to the
AOC. On April 22, 2008, we notified the AOC’s High Representative, Jorge
Sampaio, and the Spanish and Turkish Foreign Ministers that the Secretary had
identified the U.S. Department of State’s Citizen Dialogue Program as a program
that furthers the objectives of the AOC. This notification did not make the Citizen
Dialogue Program an AOC initiative.

The Citizen Dialogue Program sends small groups of American Muslims overseas
to share their experiences with a range of audiences in foreign countries. The
goals of the program include taking part in an open dialogue about life in
American and Islam in America, freedom of faith, pluralism, respect, and mutual
understanding of culture and civilizations. This person-to-person program also
will develop new bridges among diverse communities. Under this worldwide
program, American Muslim leaders have visited numerous countries in Europe,
as well as in Asia, Africa, and the Middle East. In our current fiscal year, four
Citizen Dialogue teams will visit about a dozen countries in Europe, with
additional trips to other regions.

b. Should the Alliance of Civilizations include individuals representing the
perspective of the government of Israel in its High-Level Group with an
opportunity to include an alternative perspective in the Alliance’s frame work,
the “Report of the High-Level Group,” released in 2006?

RESPONSE: To our knowledge, the Government of Israel has not expressed an
interest in being represented in either the Group of friends of the Alliance of
Civilizations or the High-Level Group.

¢. Who is responsible for oversight and audits of the Alliance for Civilizations?

RESPONSE: The AOC is fully funded through voluntary contributions. Because
we are not a contributor to the AOC and are not formally affiliated with the
organization, we are not privy to information about the oversight and audits of the
AQOC.
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d. Please provide all existing internal audits, budgets, and a complete list of
contributions to the Alliance of Civilizations to date.

RESPONSE: We have asked the AOC to provide us with its budget and list of
contributors.

8. Igbal Riza is the U.N. Under Secretary General that liaisons with the Alliance of
Civilizations. Before his current job, he was the Chief of Staff for former Secretary
General Kofi Annan. During the Volcker Committee investigation of the Qil for
Food scandal, Riza destroyed three year's worth of Secretary General Annan's
executive-suite documents that Paul Volcker's Committee ordered preserved
because of their potential relevance to the investigation. Furthermore, volume I11
of the Volcker Committee’s final report, released Sept. 7, 2005, indicates Riza was
less than truthful with the Committee regarding his extensive involvement with the
Oil for Food Program and direct interactions with Saddam Hussein’s agents
involved in the bribery and kickback scheme.

a. Should Igbal Riza be employed by the U.N. given his role in obstructing the
Volcker investigation into the U.N. Oil for Food scandal?

RESPONSE: The Oil for Food scandal was a shameful period in the UN’s
history. The past corruption and graft uncovered by Mr. Volcker’s report
indicated that many individuals, entities and Member States helped contribute to
an environment that allowed and even perpetuated enormous graft and corruption.
Nevertheless, despite Mr. Riza’s actions in regard to the Volcker Committee, the
Secretary-General decided to appoint him.

b. Would you supportthe U.N. Secretary General revoking Iqbal Riza’s diplomatic
immunity in order for U.S. federal investigators to inspect his role in the
scandal?

RESPONSE: Any requests to revoke the diplomatic immunity of UN staff are
submitted to the Secretary-General through the UN Office of Legal Affairs
(OLA). Any such request by U.S. federal investigators would be submitted to the
UN through the U.S. Mission. The U.S. Mission would transmit and facilitate this
request as appropriate.
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¢. Does Igbal Riza file financial disclosure forms with the U.N. Ethics Office or any
other U.N. entity? If so, please provide a copy of the disclosure.

RESPONSE: All UN staff members at the level of D-2 and above (and others)
are required to file a financial disclosure statement. The statements are submitted
to the UN Ethics Office. However, these staff members are not required to
publicly disclose their statements. The Secretary-General and the Deputy
Secretary-General have made their statements public. Moreover, the Secretary-
General has encouraged UN senior officials to follow his lead and make public,
on a voluntary basis, their statements. Mr. Riza has declined to make his public.

d. Does Igbal Riza have any other source of compensation outside of the U.N.?

RESPONSE: The State Department has no knowledge of the terms of Mr. Riza’s
non-UN compensation. We would note that the receipt of additional
compensation by UN officials from an entity outside of the UN is a potential
violation of UN Staff Regulations and Rules, depending on the circumstances.
There is an absolute prohibition in the Staff Regulations on UN staff members
receiving any compensation from a government.

9. As you know, the U.N.’s “Durban” conferences provide a global platform for anti-
Semitism and the demonization of Israel. The United States has made clear its
opposition to these racists conferences in several ways including walking out of the
first Durban conference, voting consistently against every Durban "follow-up"
resolution in the General Assembly, and voting against the entire U.N. 2008-2009
biennial budget since it included funding for the upcoming “Durban II”* conference.

What steps are you taking to ensure that U.S, funds are not used in the Durban II
conference or its preparation? How much U.S. funds have already gone to the
Durban II conference or its preparation?

RESPONSE: In December 2007, the U.S. voted against a resolution which would
have approved a preliminary appropriation in the amount of $6.7 million for Durban
preparatory conferences. The General Assembly will consider a final appropriation
in the coming months. In accordance with previous practice, the U.S. will vigorously
oppose any funding resolution for Durban and/or its preparatory committees.

The Human Rights Council (HRC) is being used as a preparatory committee for
Durban. On April 8, 2008, Assistant Secretary of State Kristen Silverberg testified
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before the Congress that the U.S. will withhold from its assessment payment the U.S.
share of the funding for the HRC.

In early to mid-2007, there were three preparatory meetings related to Durban II that
cost $2,368,385 of which the U.S. share was $521,044.

$
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RESPONSE TO SUPPLEMENTAL QUESTION FOR THE RECORD
FROM

SENATOR CARL LEVIN

SENATOR NORM COLEMAN
to
MR. THOMAS MELITO
Director, International Affairs and Trade
United States Government Accountability Office

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS
HEARING ON
UNITED NATIONS DEVELOPMENT PROGRAM:
A CASE STUDY OF NORTH KOREA
January 24, 2008

Q. Section 688 of the Department of State, Foreign Operations and Related Programs
Appropriations Act mandates that the Department of State certify to Congress that UNDP
has instituted an effective whistleblower protection program. The Government
Accountability Project has published an extensive critique of the whistleblower protection
policies of UNDP and other UN Funds and Programs, a copy of which is attached. At the
hearing, UNDP stated that it had sufficient whistleblower protections in place prior to the
UN’s independent investigation into UNDP’s North Korea operations, and that it had
strengthened these protections since the suspension of its North Korean operations in April
2006.

Please discuss (1) the analysis of the Government Accountability Project, and (2) whether
UNDP’s present whistleblower protection program meets the requirements of Section 688.

RESPONSE: In order to respond to the request of the Permanent Subcommittee on
Investigations regarding the whistleblower protection policy of the United Nations
Development Program (UNDP), GAO reviewed documentation on the UN ethics office, a
GAO report on the progress on UN management reform efforts, UNDP’s whistleblower
protection policy, and relevant U.S. legislation. GAO also spoke with an official at the U.S.
Mission to the United Nations in New York. GAO did not determine whether State can
properly make the Section 688 certification that UNDP has instituted an effective
whistleblower protection program and GAO did not assess the critique by the Government
Accountability Project (GAP) of the UNDP.

The UN system is composed of a Secretariat and separately administered funds, programs,
and specialized agencies. UN funds and programs include the United Nations Children’s
Fund and the United Nations Development Program. Programs, such as the UNDP, are
under the authority of the Secretary-General, but have their own executive boards and
executive heads.

[ Permanent Subcommittee on Investigations

EXHIBIT #22
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The UN Secretariat established an ethics office in January 2006. The ethics office is
responsible for (1) administering the UN’s financial disclosure program, (2) implementing
the UN whistleblower protection policy, (3) providing guidance to staff on ethics issues, and
(4) developing ethics standards and training. In 2007, GAO reported that the ethics office
had increased staffing, developed ethics standards, collected financial disclosure forms, and
begun to enforce a whistleblower policy.!

In 2007, upon completing their initial review of the whistleblower retaliation case of a UNDP
employee, the UN ethics office and the Office of Legal and Procurement Services concluded
that the UN’s whistleblower protection policy applies only to employees directly under the
Secretary-General. They also concluded that the UN ethics office has no formal jurisdiction
over the various funds and programs, including the UNDP.

In Section 688 in the Consolidated Appropriations Act, 2008, Congress mandated that 20
percent of the funds appropriated for fiscal year 2008 for the U.S. contribution to UNDP be
withheld until the Department of State (State) certified, among other things, that UNDP is
“implementing a whistleblower protection policy equivalent to that recommended by the
United Nations Secretary-General on December 3, 2007.”? According to an official at the
U.S. Mission to the United Nations, State had not provided the necessary certification as of
April 11, 2008.

The recommendation to which the legislation refers is contained in a bulletin issued by
Secretary-General Ban Ki-moon on November 30, 2007 that entered into force on December
1,2007.2 The bulletin sets forth minimum standards and terms of reference for ethics offices
established by separately administered funds and programs.* It also establishes a UN Ethics
Committee consisting of the heads of the ethics offices of separately administered funds and
programs as well as the Secretariat’s ethics office. This committee is responsible for creating
a unified set of ethics standards and policies, as well as for investigating matters referred to
it either by the heads of the funds and programs’ ethic offices or by staff members, following
a final determination by the relevant fund or program ethics office.

According to the bulletin, ethics officers who head a separately administered fund or
program’s ethics office must “function independently’” and “report directly to the Executive
Head of the respective separately administered organ or programme.” The bulletin further
states that “[i]ndependence, impartiality and confidentiality are vital prerequisites for the
functioning and operation of an ethics office of a separately administered organ or

' GAO, United Nations: Progress on Management Reform Efforts Has Varied, GAO-08-84 (Washington,
DC.: Nov. 14, 2007).

2 Pub. L. 110-161, Div. J, Title VI, sec. 688(b)(3).

* ST/SGB/2007/11.

* If a separately administered fund or program does not establish its own ethics office, the Secretariat’s
Ethics Office assumes responsibility for carrying out the policies established by the Secretary-General’s
bulletin.
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programme of the United Nations, and they shall be fully respected.” However, with respect
to whistleblower protection, the bulletin only requires that ethics officers carry out
responsibilities assigned to them pursuant to the respective policies of the separately
administered funds or programs.

UNDP’s whistleblower protection policy was updated in November 2007.° According to this
policy, the functions of UNDP’s ethics advisor with respect to protection against retaliation
for reporting allegations of wrongdoing are

+ to receive complaints of retaliation;

+ to keep a confidential record of all such complaints; and

+ to do an initial review of the complaint to determine if: (1) the complainant engaged in
protected activity, (2) the action alleged to be retaliatory or a threat of retaliation did take
place, and (3) there is a prima facie case that the protected activity was a contributing
factor in causing the action alleged to be retaliatory or a threat of retaliation.

The ethics advisor has 45 days following receipt of a complaint to complete the initial
review. If the ethics advisor determines that there is a credible case of retaliation or threat
of retaliation, the case is referred to the Office of Audit and Performance Review (OAPR)
for an investigation that must be completed within 120 days. Should the OAPR determine
that retaliation or threat of retaliation occurred, the Ethics Advisor may make
recommendations to the Office of Human Resources and the Legal Support Office to develop
measures aimed at correcting negative consequences suffered by the staff member as a result
of the retaliatory action.

* The current UNDP whistleblower protection policy is contained in Chapter II of “Updated UNDP Legal
Framework For Addressing Non-Compliance With UN Standards Of Conduct” (Nov. 6, 2007).
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“A Comparative Analysis of the UN. and UNDP Whistleblower Protection Policies”
Prepared by the Government Accountability Project (GAP)

GAP SUMMARY OF UNDP COMMENTS
February 21, 2008

UNDP’s defense of its whistleblower protection policy is based on an inaccurate
interpretation of SGB/2005/21, which GAP helped to draft originally. The Under
Secretary General for Management intended the application of a single ethical standard to
the UN Organization, as demonstrated below. UNDP explains the Program’s weaker
whistleblower protection policy by citing UNICEF and UNFPA’s policies, but that begs
the question. Those policies also dilute and violate SBG/2005/21, the authoritative
standard.

Moreover, UNDP fractured ethical standards much farther than these Funds by
establishing a separate internal Ethics Office and refusing to recognize the jurisdiction of
the UN Ethics Office when it ordered an investigation of the allegations of a UNDP
whistleblower. This initiated a chaotic sequence of events that has left whistleblowers
without meaningful and effective recourse as UNDP and the other Funds and Programs
establish ad hoc processes for addressing retaliation.'

In a number of instances, UNDP explains the differences between its policy and the
Secretariat’s by citing the UNICEF and UNFPA policies, which also tend to be weaker,
often in similar ways. But this argument does not really address the problem of a deficient
policy for whistleblowers. Further, there is a fundamental distinction between the way in
which UNICEF has handled this issue and the reactive approach of UNDP (We have not
spoken to UNFPA).

Early in 2007, one year after the publication of SGB/2005/21, UNICEF quietly developed
its own whistleblower protection policy. Public comment was not solicited. Nor was a
press release issued. The new policy was never externally posted.2 Nonetheless, the matter
rested there. UNDP did not adopt its own policy at that time. Over one year later, when
the UN Ethics Office found that a UNDP whistleblower had a prima facie case of
retaliation, UNDP hastily adopted its own policy, replicating the weaker UNICEF policy
rather than the stronger Secretariat policy. Then UNDP went further and established its
own Ethics Office, naming a 30-year veteran of the Program to lead it rather than
recruiting a neutral outsider, as the Secretariat had done.

It is conceivable that, in the wake of SGB/2005/21, an additional administrative step was
necessary to reinforce the UN Ethics Office’s capacity to oversee the Funds and Programs.

! That said, we recognize that UNDP has changed the policy we analyzed since we wrote our initial
comments. All changes are noted and analyzed below.

2 When GAP sought to obtain the policy, we were obliged to submit a request in writing describing our
organization and our objective in seeking the document. In short, the UNICEF policy was closely held.
When GAP did obtain the policy, we saw that it was, in fact, weaker than SGB/2005/21 in critical ways.
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That is no excuse for the UNDP Administrator to evade the responsible Ethics Office’s
jurisdiction, especially just after an embarrassing finding that one of his senior operations
officers in a crucial post had suffered retaliation for disclosing misconduct. All new
policies and standards go through growing pains to establish a functional implementation
plan. But the UNDP Administrator not only has splintered application of a single ethical
standard; to date he has eliminated credibility for the U.N.’s institutional commitment to
protect whistleblowers.

It is urgent that the UN Ethics Committee take steps to harmonize all Funds’ and
Programs’ whistleblower policies to meet the standards established by ST/SGB/2005/21.
‘We recognize that the November 2007 Legal Framework of UNDP addressed some of the
problems we raised based on the September *07 document, but we also suggest that UNDP
immediately amend its November *07 Legal Framework to address the remaining deficits.
GAP offers its pro bono services to UNDP to help harmonize remaining inconsistencies, as
analyzed below.

UNDP Comments
February 12, 2008

UNDP welcomes the attention paid by the Government Accountability Project
(GAP) to critical issues of transparency and accountability. We are of course prepared to
engage in an ongoing discussion of these issues in the interest of both employee welfare
and organizational effectiveness. However, the GAP analysis referenced above proceeds
from several mistaken assumptions about both the U.N. Ethics System established by the
Secretary General in late 2005 and the UNDP Legal Framework on Standards of Conduct
issued in September 2007. It also seems to dismiss the Secretary-General’s attempt in his
Bulletin of November 30, 2007 to engage the Funds and Programmes in a harmonization
of the ethics system across these agencies as a step backwards, rather than the constructive
initiative it represents. Finally, the memo contains several important inaccuracies about
the applicable provisions, which this response seeks to correct.

Jurisdiction of the U.N. Ethics Office. The GAP’s first mistaken assumption is
that the ethics policy articulated in the Secretary-General’s Bulletins of 2005 applied
automatically to the Funds and Programmes--without regard to the separate governance
arrangements of these organizations. Although that may also have been the expectation of
UN. Undersecretary Christopher Burnham and others at the time, as GAP asserts
elsewhere,® those Bulletins were not in fact developed in consultation with the Funds and
Programmes and therefore could not simply be imposed upon them because of their
distinct legal and governance structures. Given the obvious disagreement on this point
with the GAP, it may be helpful to review how the policies came into being.

e In 2005 then-Secretary General Kofi Annan began exploring the creation of a UN
Ethics Office. In the World Summit Qutcome Document of September 2005,

* Prepared by the Washington Liaison Office of UNDP.
4 See the December 4, 2007 release “New UN Ethics Guidelines Greatly Misleading” on the GAP website
which makes this argument. http://www.whistleblower.org/content/press detail.cfim?press id=1253
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world leaders urged the Secretary-General to develop a system-wide code of ethics
and requested that he submit to the General Assembly details of the planned Ethics
Office.

o In separate October 2005 and November 2005 reports to the General Assembly,
Secretary-General Annan provided these details. In particular, in the October
report he made clear that the relationship between the UN Ethics Office and the
funds and programs was yet to be worked out. He wrote, “Consultations with the
United Nations funds and programmes are under way to determine cooperative
arrangements that might be concluded between them and the Secretariat.”

s In December 2005 Secretary-General Annan established the UN Ethics Office by
promulgating a “Secretary-General’s bulletin™ on the subject (SGB/2005/21). He
also issued a separate Bulletin dealing with the protection of employees who report
misconduct (SGB/2005/22). The rules governing these Bulletins state that
“Secretary-General’s bulletins shall not, unless otherwise stated therein, be
applicable to separately administered organs and programmes of the United
Nations.” The 2005 Bulletin that established the Ethics Office did not address the
relationship with the Funds and Programs. So it was understood at the time that
this was an issue to be resolved in the future.

o In this context, the General Assembly issued a resolution in June 2006 that
welcomed the establishment of the Ethics Office and also urged the Secretary-
General to “finalize a system-wide code of ethics for all United Nations personnel,
including personnel of the funds and programmes, at an early date.”

e U.S. Ambassador to the UN. Zalmay Khalilzad, acknowledged the confusion
regarding the jurisdiction of the Ethics Office in a statement of August 23, 2007:
“We believe the Ethics Office should have jurisdiction over all UN employees no
matter where they work. We recognize that there are different jurisdictional
interpretations and support the Ethics Office[’s] desired approach. We are
committed to working with the Secretary-General to fix this problem.

GAP Response: At GAP, we have cited the operative paragraph of General Assembly
Res. 60.1, (para. 161 (d)) in many documents to demonstrate the intention of the General
Assembly with respect to the establishment and scope of the UN Ethics Office. There
have been numerous arguments developed by UNDP to circumvent the intention of the
resolution, all of them spurjous in light of the clarity of the expression used by the General
Assembly:

We urge the Secretary General to scrupulously apply the existing standards of
conduct and develop a system-wide code of ethics for all United Nations personnel.
In this regard, we request the Secretary General to submit details of the
establishment on an ethics office with independent status, which he intends to
create, to the General Assembly at its sixtieth session (emphasis added).
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In this resolution, the General Assembly says ‘an ethics office’ when directing the SG to
apply a system-wide code of ethics. The intent could not be more explicit, yet UNDP
insists on continuing to argue this point.

Similarly, in March, 2006, then SG Kofi Annan said: “[DJuring the course of 2005, 1
introduced a number of changes aimed at correcting the situation and giving senior
management the tools necessary to ensure that all employees of the Organization adhere to
the highest standards. In particular, the United Nations has established ¢ dedicated ethics
Office approved by the Member States; Promulgated strengthened rules to ensure
protection against retaliation for those who report misconduct through a new
“whistleblower” protection policy.. o8

Further, we have said that it was the understanding of those who worked on the policy (the
UN Under Secretary for Management and GAP), as well as of Robert Benson, who
assumed the position of UN Ethics Officer, that a single standard of ethics would apply
system-wide, whatever administrative steps would subsequently be necessary to effect that.
While it may be true that an additional internal step was required to finalize the application
of a single ethical standard across the UN system, there was no reason to assume that this
step would be aborted.

Moreover, when GAP inquired of the UN Ethics Office in March, 2006 about the
procedures necessary to file a retaliation complaint involving a whistleblower with a
UNDP letter of appointment, a UN Ethics Officer told GAP to file it with her and sent a
claim form. Earlier, she had done this with another UNDP whistleblower, and
subsequently she did the same thing. All in all, these three UNDP whistleblowers, in
addition to Artjon Shkurtaj (see below) were told by the UN Ethics Office to file their
complaints there, so clearly the Ethics Office staff labored under the same illusions that
GAP did about their jurisdiction.

In addition, Kemal Dervis, Administrator of UNDP, did not stop the UN Ethics Office
from considering the case of Artjon Shkurtaj, a UNDP whistleblower who was also told to
file his retaliation complaint with the UN Ethics Office. Only after the Ethics Officer
found a prima facie case of retaliation did Mr. Dervis announce that UNDP was not
subject to the jurisdiction of the UN Ethics Office. This chronology demonstrates that the
decision by the UNDP Administrator to secede from Ethics Office jurisdiction was a
purely opportunistic one. If the UN Ethics Office had no jurisdiction, in Mr. Dervis’ view,
he should have stopped the review of the Shkurtaj case immediately so the Office did not
waste time and energy examining a case it was not authorized to assess.’

Finally, the UN system has been reforming to avoid duplication of effort and “deliver as
one’ for several years. In light of this general and overarching mandate for the system as a
whole from the General Assembly, why would the Secretary General think it appropriate
to fracture the Ethics Office rather than ratify its jurisdiction?

* “Investing in the United Nations for a Stronger Organization Worldwide™ A/60/692 Box 1.
¢ Because of the extensive press coverage of the allegations, Mr. Dervis cannot credibly claim that he was
unaware that a retaliation complaint had been filed with the UN Ethics Office.
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While it may be true that an additional administrative step was necessary to clarify the
relationship between the Ethics Office and the Funds and Programs, this is not the same as
advocating the establishment of multiple ethics offices. The Heads of the Boards of the
Funds and Programs report directly to the Secretary General, and he has authority if he
wishes to exercise it.

There may be justification for some separate budgets, staff regulations, and mandates
among the Funds and Programs. It is inexcusable, however, to claim after the fact that the
Ethics Office conclusions are irrelevant, or that different ethical standards are necessary.
As a consequence, for the past two years, numerous UN whistleblowers have been forced
to play a shell game with their livelihoods, incomes and careers, while the Executive Heads
of UN Funds and Programs, together with the Secretary General, move the applicable
protections and regulations from one powerless venue to another.

UNDP Comment: Meanwhile, UNDP sought to revise and enhance its existing policies on
employee conduct and reporting of wrongdoing. Those revised policies were set out in its
September 20, 2007 “Legal Framework for Addressing Non-Compliance with UN
Standards of Conduct”. They are based on the approach of the Secretariat in the Secretary-
General’s two Bulletins of 2005. Where there are exceptions to the Secretariat’s approach,
they relate to differences in organizational considerations and track provisions adopted
earlier by UNICEF and UNFPA.

GAP Response: The fact that UNICEF and/or UNFPA adopted weaker provisions for
whistleblower protections than the Secretariat’s is as unjustified as UNDP’s attempt to do
50. Moreover, neither UNDP nor UNFPA did this in direct reaction to the ruling in a
specific whistleblower complaint that found retaliation in their agencies. Nor did they take
the further step of balkanizing the Ethics Office by setting up subsidiaries of their own.
UNICEF only took this step later, after UNDP’s precedent.

UNDP Comment: The Legal Framework provided a comprehensive expression of the
application of UN Staff Regulations 10.1 and 10.2 and Chapter X of the Staff Rules to
UNDP. This document updated and replaced the Accountability, Disciplinary Measures
and Procedures that were approved on 1 January 2004. Among the major changes were:

* Expanded provisions defining the rights and obligations of staff in reporting
wrongdoing, including regarding whistleblower protection;

*» More detailed definition of the delegation of authority, including the authority of
the Associate Administrator in the application of the disciplinary process and
measures; and

* Clarification of the due process rights of staff members in the course of, and
conclusion to, an investigation.

GAP’s different assumption about the 2005 Bulletin accounts for its assertion that
the second Bulletin on ethics reform issued by the Secretary General on November 30,
2007, weakens whistleblower protections and “complicates and confuses the
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issue...exempting the Funds and Programmes from the jurisdiction of the U.N. Ethics
Office.” In fact, the 2007 Bulletin is a step in the direction of greater coherence, reflecting
a consensus among the Secretariat and the Funds and Programmes to promote a more
harmonized ethics system, notwithstanding the formal differences in jurisdiction. This
Bulletin, reflecting consultations with the Funds and Programmes, was a significant
achievement, not a step backward.

GAP Response: This Bulletin is a step backward, because the SG chose to interpret his
predecessor’s Bulletin in restrictive way. However, even with this interpretation, the
Secretary General is empowered to extend the jurisdiction of the UN Ethics Office to the
Funds and Programs unilaterally.” While the specialized agencies may require separate
negotiations because of their relationship to the Secretariat, this is not true of the Funds
and Programs, where the Executive Heads report directly to the Secretary General and are
subject to his authority.

In electing to allow the fragmentation of the UN ethics system rather than insisting on a
single set of standards, the SG opened up to internal debate a proliferating set of questions
involving appeal, prevailing standards, decision-making, parallel authorities, separate
exemptions and types of protection for different classes of employees, etc. GAP has
elaborated in another document the escalating confusion as a result of SGB/2007/11.

UNDP Comment: The same difference of assumptions is also the basis for GAP’s
criticism of UNDP’s Administrator, Kemal Dervis, in declining in June 2007 to recognize
the jurisdiction of the U.N. Ethics Office to take up the case of Artjon Shkurtaj, who
claimed whistleblower status for his accusations about UNDP’s operations in North Korea.
That case is now being reviewed by the External Independent Investigative Review
commissioned by UNDP in September

GAP Response: This body is an ad hoc committee established directly by the
Administrator himself, without transparent or objective criteria. Its members were not
impartially chosen and have no particular expertise in retaliation complaints. The review
panel has already made significant errors in the conduct of its inquiry that prejudice the
interests of the whistleblower. For example, the transmission of evidence from Pyongyang
to New York was not safeguarded to ensure that no tampering occurred. Nor did the panel
act to safeguard the integrity of relevant electronic information. It is not clear whether
these shortcomings were the result of inexperience, incompetence or disregard, but the end
result could seriously jeopardize the appellant’s case.

(According to its website, GAP represents Mr. Shkurtaj in this matter.)

7 The Charter describes the Secretary-General as "chief administrative officer” of the Organization, who shall
act in that capacity and perform "such other functions as are entrusted” to him or her by the Security Council,
General Assembly, Economic and Social Counci} and other United Nations organs. As cited above, the
General Assembly clearly charged the Secretary General with the establishment of a single ethics office
(General Assembly Res. 60.1, para. 161 (d)).
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GAP Response: We represent Mr. Skurtaj in a non-litigation capacity, but Mr. Shkurtaj is
represented by George Irving in his dealings with the review.

However, Mr. Dervis’ understanding was also supported by the head of the U.N. Ethics
Office, Robert Benson, in his recent appearance before the Senate Permanent
Subcommittee on Investigations—despite the initial statements he made shortly after
assuming his new position last spring.

GAP Response: No comment necessary here concerning Mr. Benson’s shifting positions.

UNDP Comment: The new approach by the Secretariat and the Funds and Programmes
should accomplish much of what the GAP is advocating, by promoting greater clarity and
consistency throughout the U.N. system on the basic rights and standards that should apply
in all organizations and affording staff members an opportunity for a review of their
claims, on appeal, by the U.N. Ethics Office.

GAP Response: On the contrary, the SGB/2007/11 opened a Pandora’s Box of questions
and confusion about which standards and authorities apply in which instance, and which
standards will prevail on appeal. In fact, even the procedures of appeal to the new Ethics
Committee are unclear and can be changed from case to case. Mr. Benson, speaking in a
press conference, told a questioner that in dealing with existing whistleblower allegations,
decisions would be made on a case-by-case basis. This ad hoc decision-making is exactly
what meaningful enforcement of ethical standards is meant to eliminate.

UNDP Comment: Point-by-Point responses. Regarding the more specific issues covered
in the GAP memo:

Original GAP Comment
o “The [2005] policy covered all United Nations operations, down to the level of
contractors, without any stated exceptions.”

UNDP Comment: This is mistaken. Both UNDP and the UN treat contractors in the same
manner. In fact, both use the same language: “Any retaliatory measures (including threats)
against a contractor or its employees, agents or representatives, or any other individual
engaged in dealings with [UNDP] because such person has reported allegations of
wrongdoing by a staff member will be considered misconduct that, if established, will lead
to administrative and/or disciplinary action” (see section 8 of the SGB and para. 53 of the
UNDP Legal Framework (LF); and UNICEF (para. 25).

GAP Response: GAP is not mistaken. While the language above is the same, the
provision cited by UNDP deals with establishing that a retaliator should be disciplined.
GAP is more concerned with establishing that a whistleblower should be protected. In the
UN policy, protection from retaliation, and therefore eligibility for relief and vindication, is
extended to “any staff member, regardless of type of appointment, intern or United Nations
volunteer” (para.2.1). In fact, after SGB/2005/21 was issued, GAP staff worked with the
UN Under Secretary for Management to develop explicit language to cover UN



278

contractors. Before this language was finalized, the controversy involving UNDP
developed and further progress on the explicitness of contractors’ coverage stopped. To
verify this, please contact Ms. Cass Durant, formerly from the office of the UN Under
Secretary for Management.

In contrast, the UNDP Legal Framework explicitly precludes protection for: “Independent
contractors working with UNDP under Special Service Agreements” (2.2. 6 (d)).
Moreover, it does not apply to UNDP staff members seconded to another agency, locally-
recrujted staff seconded to another agency, people employed under service contracts,
volunteers or interns. Ironically, those employees are now explicitly covered by the SG’s
2005 policy, and explicitly excluded by UNDP’s substitute.

The UNDP statement here is also an error of fact. UNDP misrepresents the terms of the
UNICEF policy, which does not explicitly exclude contractors from coverage the way that
the UNDP policy does. UNICEF’s policy applies to all “UNICEF staff members,” but the
policy fails to define who is included under this definition. Presumably, contractors and
others who are exempt under UNDP’s policy, may be covered by UNICEF’s policy.
Interestingly, UNDP does not cite the WFP policy, which does include contractors
explicitly.

Original GAP Comment

o “But this year [2007] the United Nations Development Program (UNDF) has refused
to honor the 2005 policy and accept the procedures, replacing a basis for genuine
protection with a gutted policy of its own.”

UNDP Comment: UNDP’s new Legal Framework in 2007 was intended to clarify and
strengthen, not weaken the protection of whistleblowers (See paragraph above on
narrowing the scope of protection at UNDP). To call it a “gutted policy” is inaccurate and
unfair.

GAP Response: The GAP analysis sets out specific changes in language that weaken the
policy, none of which are addressed in this UNDP response. Furthermore, the GAP memo
discounts the steps taken in the Secretary General’s Bulletin of November 30 to promote a
more harmonized system, which UNDP does support and in fact was instrumental in
facilitating among the Funds and Programs. GAP Response; If this step had not been
taken in response to the Shkurtaj case, there would not be any need to ‘harmonize” ethical
standards in the first place. There would be a single set of ethical standards.

Original GAP Comment
®  “Most significant, UNDP has refused to accept the authority of either the Ethics Office
or the U.N. appeals process as enforcement of the policy.”

UNDP Comment: This is not true. GAP confuses our original position that the U.N.
Ethics Office lacked formal jurisdiction over UNDP (see above) with the current policy
stated in the Secretary General’s Bulletin of November 30, which we support.
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GAP Response: GAP’s position is accurate. The UNDP Administrator aborted an
investigation after a finding of retaliation was returned by the UN Ethics Office, although
the Ethics Officer appealed to him to allow investigators to proceed. Under the SGB of
November 30%, whistleblowers may appeal an adverse decision from the ethics office of a
Fund or Program to the Chairperson of the Ethics Committee, but the criteria for the
committee’s accepting the case for review are unspecified and completely discretionary.

Original GAP Comment

o “Instead, whistleblowers must submit to an internal grievance system controlled by
offices that represent the adverse parties in both the investigation and any subsequent
appeal — an inherent conflict of interest.”

UNDP Comment: This is incorrect. UNDP’s appeals process is the same as in the UN --
the Joint Appeals Board and then the UN Administrative Tribunal; only the first level of
review is within UNDP - the request for administrative review — as it is within the
Secretariat and the other Funds and Programmes.

GAP Response; This statement was correct when it was written. Our statement dealt with
whistleblowers and their lack of protection under the internal UNDP policy.
Whistleblowers at the UN can appeal to an impartial and independent Ethics Office. They
are not solely dependent on the Joint Appeals Process. Further, no one in the Organization
can retaliate against a whistleblower for reporting to the Ethics Office. At the time GAP
wrote this analysis, UNDP did not have an Ethics Office. The whistleblower (Artjon
Shkurtaj) who was appealing for protection at the time was relegated to an inquiry
conducted by a panel personally appointed by the UNDP Administrator, whom Shkurtaj
has implicated in his case. This is a conflict of interest. At this time, also, the Office of
Audit and Performance Review (OAPR) was to evaluate a complaint for a prima facie case
of retaliation and then make a recommendation to the Legal Services Office (LSO) of
UNDP. LSO, of course, defends management in an employment-related dispute. It is true
that a second version of the UNDP Legal Framework partly corrected this explicit conflict
of interest by having the Ethics Advisor decide whether or not there is a prima facie case.
However, this decision can be made in partnership with the Office of Human Resources
(OHR), which may have a conflict of interest. Retaliation often occurs as an administrative
action that is implemented by Human Resources.® Further, even in the new policy, once an
investigation finds that retaliation or a threat of retaliation is established, the case is
referred to LSO for disciplinary action, LSO, which has an inherent conflict of interest, can
then recommend suspension, exoneration of charges, or other courses of action.

Original GAP Comment
o  “UNDP’s secession threatens to precipitate a stampede among other U.N. agencies,
which already are preparing their own internal Balkanized whistleblower programs.”

UNDP Comment: There is no “secession” involved, because there was no unified system
to secede from. The progression is actually in the opposite direction; UNDP’s policy is

® GAP represents a client who has suffered through this process, and has not been given access to an
independent ethics office retroactively.
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largely based on the Secretariat policy. All differences are consistent with the UNICEF
and UNFPA policies which preceded the UNDP policy and hence did not originate with
UNDP.

GAP Response: The Secretary-General nominates the Administrator of UNDP, in this
case Kemal Dervis, who therefore, reports to the SG. Dervis’ decision to ignore the UN
Ethics Office, established by the SGB, is tantamount to secession. In addition, UNDP's
Executive Board is subordinate to the UN General Assembly. The Assembly elects
ECOSOC, whose members elect UNDP's Executive Board. Therefore, unilateral action
like the refusal to submit to a ruling of the Ethics Office is, at the very least, an act of
insubordination.

Original GAP Comment

o  “The impact would be to limit the U.N. whistleblower policy’s authority to the
relatively small Secretariat staff, allowing the much larger funds and programs to
substitute a shell version weakened by conflict of interest, to deal with ethical
breakdowns at their headquarters and country offices. This is especially troubling,
given the unique oversight challenge for widely dispersed field offices where ethical
violations most commonly occur and have the greatest impact. Since the U.N. has been
the pace setter for other IGO whistleblower programs, the precedent can be expected
to spread to the Multilateral Development Banks.

UNDP Comment: UNDP’s policy is not a “shell version.” Once again, this comment
does not take into account the appeals mechanism established under the latest SGB that
the UN Secretariat and the Funds and Programmes have agreed on. (Nor, for that matter,
is the Secretariat staff “relatively small”. It includes several substantial organizations,
including the Department of Political Affairs and the Departments of Peacekeeping which
presently manages more than 100,000 civilian and military staff around the world).

GAP Response: As an example of the shell game played by UNDP, GAP represents a
client who appealed to the UN Ethics Office for protection after he reported misconduct
by the security officer in the UN house on Turkey. This whistleblower was a locally-
recruited staff member (by UNDP) assigned to another agency (UNDSS). When he
appealed to the UN Ethics Office in July, *07, the UNDP protection policy did not exist
and he appeared to be covered by SGB/2005/21. In September, 2007, UNDP issued its
own policy, which explicitly excluded from protection “locally-recruited staff assigned to
another Agency, Fund or Programme who have UNDP letters of appointment but are
considered staff members of the Agency, Fund or Programme and are administered on
behalf of that Agency, Fund or Programme by UNDP” (2.2.6 (d)). Nonetheless, the UN
Ethics Office then forwarded this complaint to the UNDP OAPR, which evaluated the
complaint without considering the issue of retaliation and found the complainant was
ineligible for relief.” GAP will now appeal to the UN Ethics Committee, under the terms

® There were serious due process issues in this investigation. For example, on November 5, GAP
representatives and the whistleblower participated in a phone call with two OAPR representatives. During
this discussion, OAPR officials told GAP they would report the conclusions of their investigation to LSO.
GAP asked them if, when they reported to LSO, they would make a recommendation. They replied that they

10



281

of SGB/2007/11, but it is unclear whether the Committee can accept the case, as the
complainant is not covered by the current UNDP protection policy (adopted after the
complaint was filed), although he was covered by the original SGB on protection from
retaliation 2005/21.

On staff size of the Secretariat:
As of 30 November 2005

Population: Includes internationally and locally recruited staff, regardless of length of
contract; excludes United Nations staff administered by other organizations.

Number of staff

Location Percentage
members

Headquarters (includes o
UNOG, UNOV, UNON) 10340 36%
Regional commissions 2,505 9%
Field locations 16,280 55%
Total number of staff 29,125 100%
members

GAO data,

Roughly the same number of employees staff the Funds and Programmes. UNDP is correct
about the additional size of the peacekeeping forces, however.

“Principal Distinctions betweer the UN. Policy and the UNDP Legal
Framework”

Original GAP Comment

“1. Statute of limitations: No other factor cancels rights more often than an unrealistic
statute of limitations. The U.N. policy has a six year time limit to report misconduct and no
time limit to report retaliation. (Section 2.1) UNDP’s substitute allows only 60 days to
report retaliation, a restriction rejected in all relevant U.S. laws since the 1980°s.
(Paragraph 40) 1°”

were only “finders of fact,” and had no authority to draw conclusions from the information that came to light
as a result of their inquiry. At this point in the discussion, GAP pointed out that, under the UNDP Legal
Framework for Addressing Non-Compliance with UN Standards of Conduct, adopted September 20, 2007,
OAPR was expressly charged with the responsibility for deciding, based on a preliminary review, whether a
grievant had suffered retaliation as a result of a disclosure of misconduct. This determination was to be
forwarded, not to LSO, but rather to the Director of OAPR, where the course of the subsequent investigation
should be determined. OAPR investigators were not aware of their duties under the policy on November 5.
The next day, however, a new Legal Framework was apparently adopted that shifted these responsibilities
away from OAPR. Despite its representation of three UNDP whistleblowers, neither the whistleblowers nor
GAP were informed that a new Framework had been adopted until several months later.

!0 Citations to the U.N. policy are referenced as sections. Citations to the UNDP policy (September 20, 2007
version) are referenced as paragraphs.

11
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UNDP Comment: This is incorrect. The UN policy requires that reports of misconduct be
filed “as soon as possible”. UNDP’s policy does provide for reporting of retaliation within
60 days; the UNFPA policy provides for 30 days; UNICEF’s 60 days. Opinions will
certainly vary as to whether it is preferable to have a lengthy opportunity to come forward
with claims of retaliation, or whether it is more effective to promote more expeditious
claims while the evidence is more readily available and remedial steps can more quickly be
taken. Moreover, as indicated above, under the 2007 SGB UNDP staff members can now
appeal to the United Nations ethics office if they feel unfairly limited by the time frames
for reporting retaliation (section 4.3).

GAP Response: The response here does not contradict what GAP has said, i.¢., the UN
policy has no time limit to report retaliation and the UNDP policy does (60 days). Many
whistleblowers do not even realize that there has been retaliation until their contract is not
renewed, for example, some months after they have reported misconduct. Moreover, the
explanation UNDP provides here simply illustrates the problem of proliferating statutes
that GAP has emphasized throughout this exercise. If a whistleblower at UNDP appeals
within 90 days but not 60 and receives no relief from UNDP Ethics, can he or she then
appeal to the UN Ethics Committee? The Committee would then presumably apply the
limit of 60 days for reporting retaliation to UNDP whistleblowers, but Secretariat
whistleblowers appealing to the same committee have an unlimited period in which to
report. At the same time UNFPA whistleblowers must report retaliation within 30 days.
As it stands, the Ethics Committee must apply the three different reporting standards to
staff members of the different agencies, although there is no reasonable justification for
doing so.

Original GAP Comment

“2. Staff covered: Access to the U.N. whistleblower policy is loophole free while the
UNDP substitute is saturated with arbitrary loopholes limiting its relevance. UNDP
excludes protection for seconded staff members, independent contractors, employees with
service contracts, employees without a formal UNDP letter of appointment, some locally
recruited staff, interns and volunteers (Paragraph 6).”

UNDP Comment: This is also not correct. The UN policy covers staff, interns and
volunteers. It does not cover contractors or people on service contracts. The UNDP
policy covers staff, but not contractors, which is also the position of UNICEF (paragraphs
1 to 3) and UNFPA (paragraph 3). The fact that UNDP excludes staff members seconded
or exchanged with regard to incidents that occur during their secondment or exchange is
appropriate, since during this period seconded staff are serving with the receiving
organizations and would be covered by their policy on protection against retaliation. This
is consistent with the general framework for seconding staff among UN organizations.

The fact that the protection against retaliation provided for in the UNDP Legal Framework
does not apply to contractors, contract employees, volunteers and interns is consistent with
the scope of application of the Framework itself (which is limited to UNDP staff).

12
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GAP Response: UNDP’s explanation is not correct. As explained above by GAP, the UN
policy does not explicitly exclude contractors — or anyone else — from coverage. UNDP’s
policy does.

The World Food Programme’s (WFP’s) policy, in contrast, is much more inclusive than
UNDP: it covers national and international staff, consultants, interns, service contract
holders, special service agreement holders and volunteers.

UNDP Comment: Moreover, as indicated above, the UNDP Legal Framework seeks to
prevent retaliatory measures (including threats) against contractors or any other
“individual engaged in dealings with UNDP” who report allegations of wrongdoing.
Under paragraph 53 of the Legal Framework, retaliatory measures (including threats)
could, if established, lead to administrative and/or disciplinary action.

GAP Response: As also explained above, UNDP’s policy only mentions contractors in
the context of potential discipline of those who retaliate against them, which is not the
same thing as protecting them from retaliation in the first place.

Original GAP Comment

“3. The independence of investigations: While impartiality in the investigation process is
difficult to ensure, the establishment of the U.N. Ethics Office independent of both the
Office of Human Resources (OHR) and the Office of Legal Counsel was an important step
in protecting internal review from improper influences. The UN. policy empowers the
Ethics Office to do investigations of alleged retaliators like the Office of Human Resources
(OHR). (Section 5).”

UNDP Comment: Actually, this is not true. The U.N. Ethics Office does not conduct
formal investigations. It receives complaints of retaliation, does a preliminary review and
if warranted refers to the Office of Internal Oversight Services (OIOS) for further
investigation. UNDP has the same approach: preliminary review and referral for
investigations, Furthermore, as in the Secretariat, the Ethics Office in UNDP is
independent of both OHR and the Legal Support Office (LSO).

GAP Response: At the time GAP made this observation, UNDP had rejected the
jurisdiction of the UN Ethics Office but did not have an Ethics Office of its own. During
that period, the determination of a prima facie case of retaliation was made by OAPR,
which transmits its conclusion to the Legal Services Office. LSO is, in fact, the office that
defends management in a retaliation dispute and therefore has a structural conflict of
interest. This changed in November, 2007, but a case remains in the dispute process that
has not yet been decided anywhere.

Original GAP Comment

e “However, under the UNDP policy, its internal ethics office consuits with OHR to
determine if a violation has occurred. (Paragraphs 12 and 28) This substitutes a
process for consensus with the target of what should be a wrongdoing investigation.”

13
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UNDP Comment: This is incorrect. Para. 12 refers to the policy on Sexual Harassment,
not the policy on Retaliation. There is no reference in the retaliation policy about
consulting with OHR to determine if a violation has occurred. Para. 28 provides that
reports of retaliation should be submitted to the Ethics Advisor and/or to the Office of
Audit and Performance Review (OAPR). (OAPR would refer the report to the Ethics
Advisor for a preliminary review, per Chapter II of the Legal Framework, if it relates to
retaliation).

GAP Response: GAP referenced an eatlier version of the framework, which was the only
one available at the time. We now have the November 6, 2007 version. The UNDP
assertion is a bluff. The relevant structure with an institutionalized conflict of interest
remains in place. In the latest version the operative paragraph is 42 (c), with emphasis
added.

42. The functions of the Ethics Advisor with respect to protection against retaliation for
reporting allegations of wrongdoing are as follows:

(a) to receive complaints of retaliation;
(b) to keep a confidential record of all such complaints;

(¢) to do an initial review of the complaint to determine (if necessary, in consultation
with OHR and OAPR) if:

@) the complainant engaged in a protected activity;

(ii)  the action alleged to be retaliatory or a threat of retaliation did take place;
and

(iii) there is a prima facie case that the protected activity was a contributing factor
in causing the action alleged to be retaliatory or a threat of retaliation.

Original GAP Comment

e  “Further, the UNDP Legal Support Office is responsible for receiving reports of
allegations of wrongdoing, reviewing those reports, deciding whether an allegation is
worth investigating and, in the event of a hearing, representing the administration.
(Paragraph 10) Establishing a structure in which the same office that will represent
UNDP management decides whether an allegation, possibly implicating management,
will be pursued institutionalizes a conflict of interest.”

UNDP Comment: The text does not provide for the Legal Support Office to decide
whether an allegation is worth investigating. LSO recommends action based on an
investigation, except that in connection with claims of retaliation, the Ethics Advisor
recommends appropriate action following the investigation. In addition, OAPR itself
receives directly reports of wrongdoing; OHR receives reports of harassment, and Ethics
receives complaints of retaliation. Moreover, the role of LSO in UNDP is consistent with

14
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the roles of the legal functions in the other Funds and Programmes and of the
Administrative Law Unit in the Secretariat.

GAP Response: Once again, GAP is dealing with a moving target. We were citing the
September 20™ framework and UNDP now refers to the November, *07 framework.
Between the two versions, the division of labor changed, but the conflict of interest for
LSO again remains.

November ’07 version;
Para. 50. If the investigation finds that retaliation or threat of retaliation is established, the
Ethics Advisor shall:

(a) Refer the case to the Director, LSO for disciplinary action against the staff member
who was found to have engaged in retaliation;

(b) Make recommendations, in consultation with the Director, OHR and the Director,
LSO, to the Administrator for appropriate measures aimed, to the extent possible, at
correcting negative consequences suffered by the staff member as a result of the
retaliatory action.

LSO remains in the position of representing the defendant, deciding on relief for its client’s
victims, and deciding on discipline to hold its client accountable.

Original GAP Comment

“4. Public freedom_of expression: The U.N. policy allows whistleblowers, in certain
instances, to make their disclosures outside internal channels, enabling them to go to the
public, media or Congress. UNDP, however, defines “external” as outside of “established
UNDP internal mechanisms,” and cites a preference for ‘external’ disclosures directly to
the Administrator or Office of Internal Oversight Services (OI0S). While these offices are
outside of the ‘established internal mechanisms,’ they are still internal. In other words, in
the UNDP Legal Framework, ‘external’ reports ‘must’ be preferably made to ‘internal’
offices.”

UNDP’s provision 32 on this point is identical to the UNICEF provision 11. As in any
public or private sector organization, the right of freedom of expression does not extend to
information that is appropriately treated as confidential for the purposes of internal
operations. For this reason, the Legal Framework, para. 32, which is in line with the UN
SGB and the UNICEF document, provides for an exception so as not to be in violation of
the UN Charter or Staff Regulations.

GAP Response: Although the UNICEF provision is similar to the UNDP policy, neither
meets the standards set in the UN SGB policy, which allows for disclosures that are
“external” to the UN. This was the cornerstone of the U.N. reform: for the first time at an
1GO, the right to public freedom of expression was codified. The agency policies entirely
eliminate that First Principle.

15
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Further a whistleblower policy should include a ban on "gag" orders through an employer's
rules, policies or nondisclosure agreements that would otherwise override free speech
tights and impose prior restraint. Neither the UNICEF nor UNDP policy prohibits gag
orders, and both treat institutional confidentiality as more important than public health and
safety or the law.

Original GAP Comment

o “Given the confused and confusing semantics of this provision, it is unlikely that a
whistleblower, forced to go to the press with a disclosure about imminent danger
to public health, for example, would be protected. (UN. Section 4; UNDP
Paragraph 32) This would functionally eliminate the right to public freedom of
expression, which was the primary reform of the UN. policy. That right is the
cornerstone for the 2005 Leahy-Lugar MDB transparency amendments for MDB's
now codified in Sec. 1505 of 22 USC 2620 et seq. It should apply to any IGO,
especially the UN.”

UNDP Comment: The UN Charter and the Staff Regulations and Rules restrict staff
members’ rights to speak to external sources, including member states, about internal UN
information and affairs so as to protect the independence of the international civil service.
This principle is fundamental to the United Nations and is enshrined in Article 100 of the
Charter, The retaliation policy is thus a narrow exception to these prohibitions. Staff are
encouraged to address matters using internal mechanisms and only resort to external
mechanisms strictly in accordance with the policy. Moreover, UNDP has followed the
UNICEF policy here.

GAP Response: UNDP does not contradict GAP’s argument in any way. UNDP (and
apparently UNICEF) complicated the matter of external disclosure for a whistleblower
reporting a danger to public health and safety and seeking protection from retaliation.

Original GAP Comment

“5. Non-emergency third party disclosures of illegality: The UNDP substitute adds a
poison pill to the scope of protected external disclosures of illegality, even when national
or international law is violated and internal mechanisms are unavailable. Whereas the
U.N. policy allows a whistleblower to make a public disclosure to avoid “violations of
national or international law” (Section 4), the UNDP Legal Framework (paragraph 31)
enables whistleblowers to report externally only if they are seeking to avert a “violation of
national or international laws with immediate adverse impact on life or property.” In
addition to drastically shrinking potentially protected disclosures, it is impossible for any
whistleblower to know the gravity of the result until after the fact. It means employees must
guess whether they have rights before breaking ranks to challenge illegality.”

UNDP Comment: UNDP again adopted the UNICEF approach here —~ the provisions are
identical. As aiready stated, reporting outside of the Organization should be exceptional
and the provision is making that clear; otherwise reports should be made using existing
mechanisms as required in the UN Charter and the Staff Regulations.
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GAP Response: The fact that UNICEF also adopted a more restrictive standard for
external disclosure does not make the UNDP policy any more respectable.

Original GAP Comment

“6. Protection against passive retaliation: The U.N. policy covers “any direct or indirect
detrimental action recommended, threatened or taken” because of protected conduct.
(Section 1.4) This approach protects against common forms of passive retaliation, such as
refusal to give assignments, or denial of training/resources/access to information. The
UNDP substitute eliminates the ban on passive reprisals, requiring that “the action ... did
take place.” (Paragraph 41)”

UNDP Comment: The Legal Framework does not exclude passive retaliation. The point
is that whatever the form of retaliation, the individual is requested to provide
substantiation in submitting the complaint. This wording is identical to the UNICEF
policy, para. 13.

GAP Response: With respect to passive retaliation, once again, the fact that UNICEF also
adopted a more restrictive standard does not make the UNDP policy any more respectable.

Original GAP Comment

“7. Whistleblower’s legal burden of proof: No matter what the stated rights and due
process rules, whistleblower laws are traps to rubberstamp reprisals without fair
standards to decide who wins and loses. The U.N. policy specifies that an employee’s
burden is that protected whistleblowing was relevant as a “contributing factor” to alleged
retaliation. This objective test is the standard in every American whistleblower law since
1989, as well as in OAS, World Bank and African Development Bank policies. UNDP’s
substitute has no objective test. It can vary arbitrarily from case to case based on
subjective judgments of the ethics-HR team or Administrator. The UNDP Legal
Framework also gratuitously shifis the burden of proof to employees in summary dismissal
cases. (Paragraph 2.7.2 (b))”

UNDP Comment: GAP is mistaken: they refer to the provision in the Rules of procedure
of the DC (Annex I to the Legal Framework) which explains under what conditions a
former staff member can file an appeal of the summary dismissal imposed on him/her. It
states that “the requesting party bears the initial burden of showing the invalidity or
disproportionality of the summary dismissal”. This is normal practice and fully consistent
with the jurisprudence of the U.N. Administrative Tribunal. This provision is related to
disciplinary action and has nothing to do with retaliation.

GAP Response: UNDP does not recognize that summary dismissal is often a form of
retaliation, and without adequate uniform ethical standards a whistleblower could find
himself or herself before a disciplinary committee.

Original GAP Comment
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“Normally the burden of proof is on the moving party, not the alleged victim. This
modification cancels the second cornerstone for any credible whistleblower policy -
realistic, modern legal burdens of proof.

UNDP Comment: If the Ethics Advisor feels there is a prima facie case, it is referred to
OAPR for investigation. Based on that investigation, the Ethics Advisor will recommend
appropriate action. GAP is here referring to the disciplinary process and the burden in that
context is established in the jurisprudence of the U.N. Administrative Tribunal.

GAP Response: GAP wrote this analysis before UNDP had an appointed Ethics Adviser.
As the Legal Framework now stands, this process is still unclear, and it is quite feasible
that a whistleblower still could confront a disciplinary committee.

Original GAP Comment

“8. Poison pill interim relief: Both policies provide for interim relief, but the language in
the UN. policy creates a legitimate remedy: appropriate measures to safeguard the
interests of the complainant may only be taken “with the consent of the complainant.” The
UNDP Legal Framework substitutes a Trojan horse by saying that decisions on interim
relief will be made “in consultation with the complainant,” which indicates that the
whistleblower does not have veto authority over the type of interim relief awarded. These
measures, such as transfer or administrative leave, can and often are used as forms of
harassment or maneuvers designed to isolate a whistleblower and deny him or her access
to evidence. As such, they should only be applied if and when the whistleblower has
expressly agreed to them. (U.N. Section 5.6; UNDP Paragraph 46)”

UNDP Comment: UNICEF also takes this approach to consultation, and UNDP’s policy
is based on that approach.

GAP Response: Once again, why are there different standards for consultation in different
UN agencies and why does UNDP adopt the weaker of the two?

1t is also worth noting that UNICEF’s approach to interim relief is slightly better than
UNDP’s. According to UNICEF’s whistleblower protection policy (16 January 2008
version)”, the Ethics Officer can recommend interim relief measures to the Executive
Director. UNDP, on the other hand, allows the Ethics Advisor to make interim relief
suggestions “in consultation with OHR and OAPR,” a conflict of interest that does not
exist in the UNICEF policy.

“Other Issues of Concern”
Original GAP Comment

“d series of additional differences between the two policies are of concern. These
include, but are not limited to:

" It appears that UNDP has referenced the old version of UNICEF’s whistleblower protection policy (20
April 2007) in their responses tather than the new version (16 January 2008).
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9. Diluting language in_the U.N. policy: It is worth noting that the UNDP Legal
Framework often borrows paragraphs virtually verbatim from the U.N. policy, deleting (or
adding) only select words and phrases. In doing so, the UNDP Legal Framework weakens
the original policy developed for the Organization. For example, the UNDP Legal
Framework (Paragraph 41) says (emphasis added to show UNDP language not found in
the UN policy):

The functions of OAPR with respect to protection against retaliation for reporting

misconduct are as follows:

(d) to receive complaints of retaliation;

(e} to keep a confidential record of all such complaints;

) to do an initial review of the complaint to determine (if necessary, in consultation
with OHR) if:

() the complainant engaged in a protected activity;
(i) the action alleged to be retaliatory or a threat of retaliation did
take place; and

(iij)  there is a prima facie case that the protected activity was a
contributing factor in causing the action alleged to be retaliatory or
a threat of retaliation.

UNDP Comment: This is identical to the UNICEF policy except that OAPR has been
changed to the Ethics Advisor and the consultation can be with OHR or OAPR. In any
case, the consultation is determined by the Ethics Advisor.

GAP Response: Our original comment is undisputed.

Also, UNICEF’s new whistleblower policy (16 January 2008) is not identical to UNDP’s
language. Although section (ii) is in the UNICEF policy, the language “in consultation
with OHR” is not included. Therefore, UNICEF’s policy does not have the conflict of
interest that is introduced when OHR is able to consult on an initial review.

Original GAP Comment

e “This section, which is nearly identical to section 5.2 of the U.N. policy, deletes or
rewords specific provisions in such a way as to prejudice the interests of the
whistleblower. Once again, the participation of OHR is introduced into the initial
review, which institutionalizes collusion with the defendant and cancels credible
impartiality. Moreover, the burden of proof on the whistleblower has been subtly
but substantially increased by requiring the complainant to establish that “the
action alleged to be retaliatory... did take place.” Often, the retaliatory measure
is, in fact, a lack of action rather than an explicit action. For example, a staff
member’s contract is not renewed, or a promotion is not awarded. Under the
provisions of the UNDP Legal Framework, the whistleblower in such a
circumstance must now establish that non-renewal was, in fact, a retaliatory
action.”
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UNDP Comment: Evidence of retaliation could be a legitimate application of
regulations, rules and administrative procedures, including those governing evaluation of
performance and non-extension or termination of appointment/employment (para. 52)
The burden of proof here, consistent with the Secretariat document, provides: “However,
in applying such regulations, rules and administrative procedures to any UNDP staff
member, UNDP management must prove by clear and convincing evidence that it would
have taken the same action absent the protected activity.” Whatever the circumstances of
the retaliation, the individual can provide the substantiation and the matter is reviewed
based on the information provided and the investigation.

GAP Response: Substantiating retaliation is not the same as determining that an action
did take place. Much retaliation is passive (the training not given, the raise not awarded,
the promotion withheld). See above.

Original GAP Comment

“10. Ignoring the realities of U.N. internal justice reform: In December, the UN General
Assembly passed a resolution establishing a new system for the administration of justice
(4/62/597). This resolution promotes a unified internal justice system and creates a single,
integrated Ombudsman office for the UN Secretariat and all funds and programs. The
General Assembly is also trying to create a more coherent and unified U.N. structure at
the country level through the establishment of Joint Offices and the “Delivering as One”
pilot initiative. But at the same time that the U.N. is promoting the idea of a more unified
organization, it is taking whistleblower rights in the opposite direction, creating separate
systems with no unified standards. The new internal justice system, which has been in
development for the past two years, will not function as intended if the funds and programs
may select elements that will apply to them and reject others that are inconvenient. The
nature of an effective justice system is that it applies to all in the same way, with the same
processes, standards, relief and penalties. If the UNDP Legal Framework selectively
substitutes itself for the terms of the U.N. policy, the General Assembly’s reform has been
disregarded and the process of reform that is underway has been successfully anc
significantly subverted.”

UNDP Comment: GAP repeatedly exaggerates the distinctions between the UN approach
and that taken by UNDP, UNICEF and UNFPA. The few differences highlighted will not
“subvert” the process of reform, which will be an ongoing and collaborative process across
the organizations involved. UNDP policies are based on the UN approach and only depart
where this is consistent with either the pre-existing UNICEF or UNFPA policy for sound
operational reasons.

In any case, the latest SG Bulletin of 30 November brings the Ethics Officers together
under the Chairmanship of the UN Ethics Advisor to ensure consistency and coherence and
an appeals mechanism is contained therein. UNDP is committed to working within this
system and making revisions to its policies in the interests of its own Staff, the effective
functioning of the organization, and the coherence of the U.N. system as a whole.
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GAP Response: GAP will soon release an analysis that exhaustively details how the
whistleblower protection policies differ and the dimensions of the developing confusion
within the UN system. UNDP is right here, in one sense, however: UNICEF, too, has
adopted a lower standard of protection for whistleblowers than the UN Secretariat.

UNDP is not considering the implications for the Organization as a whole of the splintered
Ethics Offices and the powerless UN Ethics Committee established by SGB/2007/11. For
example, ST/SGB/2007/11 states that:

“In order to safeguard and ensure that all matters associated with the discharge of
duties and responsibilities of the Ethics Office of the separately administered organ
or programme are independent and free from any undue pressure and influence,
solely at the discretion of the head of a separately administered organ’s or
programme’s Ethics Office, he or she may refer any matter within the Office’s area
of responsibility, at any time, to the Chairperson of the United Nations Ethics
Committee for advice and guidance, and shall inform the Executive Head of the
separately administered organ or programme of the referral made.” (paragraph 4.1,
emphasis added)

The Bulletin also states that “Each Ethics Office of a separately administered organ or
programme shall be headed by an Ethics Officer, who shall function independently and
report directly to the Executive Head of the respective separately administered organ or
programme.” (paragraph 2.1). Given this:

a) If a whistleblower came forward with allegations that implicated senior
managers in a program, how would the Ethics Officer deal ‘independently’
with this conflict of interest if he or she reports directly to the head of the
program?

b) Would an Ethics Officer be required to refer such a conflict of interest case
to the UN Ethics Committee?

¢) What standards would apply to determine that a conflict of interest existed?

d) Because the program Ethics Officer reports directly to the Executive Head,
could the Executive Head of the Program overrule the Program Ethics
Officer’s decision to refer a matter to the UN Ethics Committee?

Moreover, these are only a few of the problematic issues created by ST/SGB/2007/11.
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D P

Director

Washington Liaison Office
U.N. Development Programme
1775 K Street NW, Suite 420
Washington, DC 20006

April 18, 2008

Senator Norm Coleman Senator Carl Levin
Ranking Minority Member Chairman

Permanent Subcommittee on Investigations
United States Senate
Washington, DC 20510-6250

Dear Senators Coleman and Levin,

With reference to your letter to me of March 31, please find attached UNDP’s responses to the
follow-up questions from the Subcommittee briefing of January 24. The first four of the five
questions involve substantial responses, which we have done our best to prepare in the short time
available. We would welcome the opportunity to brief your staffs further in person if this would
be helpful.

We appreciate the opportunity to provide answers on these issues, and do so with the same
understanding which you have previously accorded our communications with the Subcommittee,
Permit me to reiterate, therefore, that nothing in UNDP’s voluntary participation through oral
remarks or written statements to the Subcommittee shall be deemed a waiver, express or implied,
of the privileges and immunities of the United Nations or its subsidiary organs under the 1946
Convention on the Privileges and Immunities of the United Nations.

As UNDP Administrator Kemal Dervis made clear in accepting your invitation for UNDP to
appear at the January 24 briefing, we are committed to assuring that UNDP retains the confidence
and support of members of the United States Senate, particularly on matters relating to the
transparency and accountability of our Organization. We will continue to respond to questions
and concerns raised by the Subcommittee as thoroughly and expeditiously as possible.

Sincerely,

{Signature}

Frederick S. Tipson

Permanent Subcommittee on Investigations

EXHIBIT #23
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UNDP Responses to Follow-Up Questions
to the January 24 Briefing on UNDY Operations in the DPRK (North Korea)
from the Permanent Subcommittee on Investigations of the U.S. Senate

April 18, 2008

1. How docs UNDP determine that its programis contribute to. ot increase buman development? In your
response, please set forth the metrics used by UNDP in making this determination.

UNDP defines and measures human development on global and national levels through a systematic
process of consultation and coilaboration with national government officials, major donor governments and
non-governmental agencies, and other United Nations organizations. The hallmark of UNDP’s approach to
development is the coordinated application of expertise, training and technical assistance to build the
capacity of institutions and individuals within countries and communities to achieve economic, political
and social development.

The strategic process proceeds from an overall Strategic Plan (revised for 2008-2011)", which is then
applied on a country-by-country basis. It concentrates UNDP’s programs in four areas: democratic
governance, poverty reduction, conflict prevention and reconstruction, and energy & environment. The key
step, therefore, is the preparation of the UNDP national Country Program, the programming instrument
which outlines the main initiatives/activities led by UNDP in a 5-year period in support of national results
in each of these focus areas. To facilitate monitoring, measuring and reporting on the progress of these
initiatives, Country Programs include the identification of national Goals, the systematic definition of a
series of Expected Qutcomes and related concrete Outputs designed to achieve those outcomes, and the
Indicators, or metrics, to measure them. The Outcomes are the longer term expected development changes
which UNDP contributes to with Government and other partners to achieve those goals. The Quiputs are
UNDP’s contribution to achieving those outcomes produced by programmes and projects under its
responsibility. Each country team reports its progress on an annual basis and these resuits are periodically
assessed by an indepcndent Evaluation Office, whose reports are available to the public. This overall
framework and related terminology to measure results is used and understood by the entire international
donor community.

The vetted data compiled from all country offices is aggregated annually for presentation to the
UNDP Executive Board of 36 member states, of which the United States is an active member. The Mid-
Term Review of the Strategic Plan, to be submitted in June 2010, will provide the Executive Board with
results outlined in the development results framework based on evidence provided by project and outcome
evaluations, Assessments of Development Results, joint assessments and partner surveys. In addition to
country level evaluations, the Mid-Term Review will also consider the findings from strategic, regional and
global evaluations.

Perhaps the most effective way to understand how UNDP measures results is to illustrate how it
works for a particular country. Attached, therefore, is a description of how this process works in the
Philippines.

2. UNDP operates or administers programs in Iran, Syria, Zimbabwe, territory under the jurisdiction of the
Palestinian Authority, and Burma. The governments of these countries currently face sanctions by the
United States government or are under trade restrictions mandated by actions taken by the United
Nations Security- Council, or both. With respect to each government identified above, please explain
what measures UNDP takes to ensure that such sanctions or restrictions are not circumvented through
the host government’s relationship with UNDP.

! http//www.undp.org/execbrd/word/dp07-43_updated.doc
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As summarized below, UNDP's government relationships and development programs in the countries
listed above involve activities which are not generally addressed by U.N. or U.S. sanctions. UNDP’s
programs focus on human and institutional capacity building and policy reform and do not typically involve
the transfer of resources to individuals or the provision of significant quantities of the kinds of products or
materials which are the focus of trade or investment restrictions. Significant amounts of goods and services
are procured locally or regionally.

UNDP consults actively with the U.N. Secretariat to ensure that UNDP country programs, in both
design and implementation, are in accord with any applicable Security Council sanctions. Likewise, UNDP
conforms its activities to the resolutions and decisions of its govemning bodies, the General Assembly, the
Economic and Social Council and the UNDP Executive Board. In view of UNDP's status as a subsidiary
organ of the United Nations and the privileges and immunities that the Organization enjoys, any application
of national law to the Unitcd Nations must take into account this international status, including the
privileges and immunities set out in the Convention on the Privileges and Immunities of the United Nations
and various other treaties which include prohibitions on export restrictions and immunity from legal
process. As a member of UNDP’s Executive Board, acting through the Departinent of State and the U.S.
Mission to the United Nations, the United States government exercises close supervision of UNDP’s
programs and operations—with particular attention to those countries subject to U.S. sanctions or
restrictions.

Burma (Myanmar}

In carrying out its program in Burma, UNDP adheres to the stipulations of thc U.S. State Department,
regarding the following four criteria:

1. the program focuses on the needs of the poor;

2. the program is implemented only through international organizations or private voluntary
organizations deemed independent of the Burmese Government;

3. the program provides no financial, political or military benefit to the Burmese Government; and

4, thc program is carried out only after UNDP consults with the leadership of the Burmcse
opposition,

Each year the State Department requires UNDP to submit a report detailing its adhercnce to these
conditions.

Since 1993, UNDP activities in Myanmar have been carried out strictly within the framework
established in UNDP Governing Council Decision 93/21 and Executive Board Decisions 96/1, 98/14,
2001/15, 2003/2, 2004/2, 2005/3, 2005/42, 2006/2 and 2006/31. Accordingly, UNDP assistance in
Myanmar is provided through a programmatic framework known as the “Human Development Initiative”
(HDI). Projects are implemented either directly by UNDP or through specialized United Nations Agencies,
with international and national non-governmental organizations. The HDI works directly with
communities to addrcss basic humanitarian needs in the areas mandated by the Executive Board, namely,
primary health care, the environment, HIV/AIDS, training and education and food sccurity. As such, the
HDI also strictly adheres to the four U.S. conditions cited above.

Iran

The UN Security Council has prohibited the export to Iran and the import from Iran of a specific list of
items related to Iran’s nuclear program. The Security Council has also imposed financial restrictions and a
travel ban on named individuals and entities involved in proliferation-sensitive activities. The United
States currently prohibits the import to the U.S. of Iranian goods and services, the export to Iran of U.S.
goods and services, and the financing of such trade. The U.S. also prohibits U.S. persons from making new
investments in Iran. The U.S. sanctions explicitly permit employees of the United Nations and other
intermational organizations to engage in transactions for the conduct of official business in or involving
Iran, UNDP’s programs in Iran address the following objectives:
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Integrating the Millennium Development Goals (MDGs) into Iran’s development plans. UNDP
assists in the strengthening of national and provincial capacity for incorporating the MDG targets
for 2015 into development planning and statistical frameworks.

Strengthening democratic governance and the mule of law. UNDP assists in increasing the
effcctiveness of the national parliament to formulate legislation and perform oversight by
strengthening the capacity of the parliament’s research center. UNDP assists in increasing local
political participation through institutionalizing consultations between government and civil-
society organizations at the local level.

Improving economic performance and employment generation. UUNDP supports the establishment
of a national framework for sustainable macroeconomic planning for poverty reduction. UNDP
conducts community development programs that target the poor, unemployed, women and youth
through small-enterprise development, income generation, and increased participation of civil-
society organizations.

Sustainable development and disaster management. UNDP supports the integration of
environmental concerns into development planning at the national and local levels. UNDP
strengthens national disaster preparedness, mitigation and recovery--with a key component of this
work being the recovery and reconstruction of the city of Bam following the earthquake in 2006).

Palestinian Territories

The United States prohibits U.S. persons from dealing with designated terrorist organizations or
individuals. UNDP’s program in the Palestinian territories includes the following areas:

Syria

Promote sustainable livelihoods and economic recovery. UNDP implements the Global Fund
program to fight HIV/AIDS. UNDP aids the government in integrating the MDGs into national
planning. The program supports the improvement of social services through the construction of
schools, hospitals, community centers, and water and sewage systems. It also supports efforts to
combat land desertification and degradation through the reclamation of dump sites and the
rehabilitation of landfills. UNDP promotes equitable economic development through technical
and vocational training for workers, management training for entrepreneurs, and microfinance for
the poor. The program strengthens the management of commercial farms and agricultural
cooperatives.

Enhancing democratic governance through the development of efficient, responsive and
accountable institutions. UNDP has played a key role in establishing the Palestinian Central
Electoral Commission, and it has supported voter education in the presidential, legislative and
local elections. The program also strengthens the legislative and oversight roles of the national
legislature, and fosters increased ties between elected officials and their eonstituencies. UNDP
supports local governance by improving fiscal and administrative decentralization, developing the
capacity of the Ministry of Local Government, and increasing the effectiveness and efficiency of
local-government bodies. And UNDP supports the development of the justice sector, with a
particular emphasis on the independence of the judiciary. UNDP will assist the government in
developing an overall strategy for the justice sector—including the setting of priorities and targets,
the review of the overall legislative framework and institutional mandates, the training of judges
and prosecutors, and the construction of courthouses and detention centers.

The United States prohibits the export of U.S. goods and services to Syria. It also blocks the property
in the U.S. of all Syrian officials who have supported any of the following activities: terroristm; the military
presence in Lebanon; the pursuit of chemical, biological or nuclear weapons; the undermining of U.S. and
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international efforts to stabilize and reconstruct [rag; or the assassination of former Lebanese Prime
Minister Rafiq Hariri. UNDP’s programs in Syria are in the following areas:

e Poverty Reduction. UNDP seeks to improve the trade and investment climate by supporting the
liberalization of trade policies and the reform of investment-related legislation. The program
targets the unemployed (especially women and youth) for skills training and micro-credit.

e Democratic Governance. UNDP seeks to increase the accountability of executive bodies through
the passage of anti-corruption legislation and the strengthening of the capacity of legislative
bodies and civil-society organizations to exercise oversight. The program also seeks to strengthen
local governance by reforming electoral laws, establishing electoral commissions, carrying out
civic education, and increasing women’s political participation.

e Energy and Environment. UNDP seeks to improve the environment by reforming and enforcing
national environmental legislation, especially related to water resources. The program also
introduces cleaner technology in the production of agricultural products, and assists local
governments in managing solid waste and in expanding access to rencwable energy sources,
potable water and sanitation.

s (Crisis Prevention and Recovery. UNDP seeks lessen the risk and impact of natural disasters by
establishing a comprehensive disaster-management system. Such a system will establish clear
lines of responsibility for the national government and international organizations. It would also
develop the capacities in this area of the private sector and civil society.

Zimbabwe

The United States prohibits U.S. persons or anyone in the U.S. from engaging in any transactions with
any individual, entity or organization found to be undermining democratic institutions and processes in
Zimbabwe. Prohibited transactions include exports, imports and trade brokering or financing. The United
States also blocks the property in the U.S. or under the control of a U.S. person belonging to the above
individuals, entities or organizations, UNDP’s programs in Zimbabwe address the following objectives:

e Achieving the Millennium Development Goals. UNDP seeks to strengthen the national capacity
to formulate, implement and monitor pro-poor policies through the creation of a national MDG-
based national development strategy and a national MDG-based monitoring and evaluation
framework.

s  Promoting democratic governance and the rule of law. UNDP seeks to advance democratic
governance by strengthening the capacity of parliament and the judiciary. The program also
supports public-sector reform through the introduction of results-based systems for budgeting
and personnel management.

s Improving food security and sustainable management of the environment. UNDP seeks to
improve agriculture and the environment by supporting agricultural extension and research
services, and management of water and energy.

s  Reduce the spread of HIV infection, improve the quality of life of those infected, and mitigate
the impact of HIV/AIDS. UNDP seeks to enhance the management and coordination of the
national response to the HIV/AIDS crisis. It does so through support for planning and service
delivery to ministries, parliament, civil society and the private sector. UNDP also supports the
capacity of local pharmaceutical companies to produce affordable antiretroviral drugs.
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3. The report r¢leased by the Subcommittee determined that the North Korean government engaged in
deceptive financial practices by transferring close to. three million dollars of its own funds outof North
Korea into western. financial institutions using a bank account established to receive and disperse UNDP
funds intended for development projects, and by referencing UNDP in the wire transfer documents.
Moreover, the report concluded that UNDP paid-funds directly to-dn éntity known as the International
Finance and Trade Joint Company, a Macau-based entity that appears to bave acted as a funding conduit
for the North Korean government.

a. Is UNDP aware of any similar instances.of a country misusing a bank account intended to be used
solely for UNDP purposes?

b. Please explain what measures UNDP will take to ensure that such conduct will not recur in North
Korea should UNDP resume operations in that country. Moreover, please explain what measures
UNDP will take to ensure that similar misconduct is not occurring in any other couniry in which
UNDP operates.

As a preliminary matter, it is important to emphasize that, contrary to the introductory statements
above, the Staff Report of the Subcommittee did not find that the DPRK government referenced UNDP in
the wire transfer documents in question. The documents highlighted in pages 33-36 of the Report (from
April-Sept, 2002), which were bank transfer records of Banco Delta Asia, not the North Korean
government, referenced the “National Coordinating Committee for UNDP” or “NCC for UNDP”, the entity
created by that government to receive the limited amount of UNDP funds provided directly for
development programs. It should also be re-emphasized, as noted in the introductory statermnent above, that
the funds in question belonged to the North Korean government and not UNDP.

The document designated Exhibit #9, does show “UNDP/Pyongyang” as the entity requesting funds to
be paid to a vendor in Singapore, Sindok Trading Company, which supplied computers for a specific
project. Again, this means that Banco Delta Asia, not the North Korean government, referenced UNDP.
Furthermore, this transaction, and multiple others which were discussed in detail with the Subcommittee
Staff, involved legitimate payments by UNDP/Pyongyang to legitimate suppliers of goods and services,
and in all cases the goods and services were provided in good order.

Also contrary to the statement in the last sentence of the infroductory paragraph, UNDP did not pay

funds “directly to an entity known as the Infernational Finance and Joint Trade Company,” based in Macau,
nor was this a finding of the Staff Report. UNDP/Pyongyang used the DPRK Foreign Trade Bank (FTB,
the only option available) to make payments to suppliers in places like Singapore and Japan. That the
Korean banking authorities routed the money via BDA, and apparently also IFTJ, was not something
UNDP was aware of or could have controlled. The fact remains that, however UNDP’s money was routed,
it received the goods and services it paid for. At no time did it make direct payments to an entity called
IFTT.

In answer to the specific questions;

a.  UNDP is not aware of any similar instances of another country misusing a bank account intended
to be used to receive UNDP funds.

b.  UNDP has no plans to resume operations in North Korea. Any consideration of doing so would
involve extensive consultations with UNDP’s Executive Board in which the United States
government would be actively involved.

UNDP will continue to exercise close supervision over the expenditure of funds to assure that resources
directed toward development programs are appropriately applied and accounted for, We will continue to
explore approaches that could be implemented effectively to assure that accounts designated to receive
UNDP funds which reference the organization (as in the case of the “NCC for UNDP” in North Korea) are
not utilized for inappropriate purposes, and we will consult further with Subcommittee Staff in that regard.
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4. UNDP officials told the Subcommittec that the UNDP Executive Board was likely to approve a proposal
tpincrease access to its audit reports at its January 2008 meeting. Under the proposal, UNDP would give
UNDP Executive Board members routine access to its future audit reports, Was this proposal approved
at the January 2008 meeting? If not, what is the status of efforts to provide increased access.to UNDP
audit reports?

As part of a comprehensive oversight policy presented to UNDP’s Executive Board in late January
(DP/2008/16), UNDP senior management did propose to make internal audit reports available to Member
States upon request within a specific framework and agreed modalities. This policy had been discussed at
the second regular session of the United Nations System Chief Executives Board for Coordination {CEB)
for 2007, which endorsed the recommendation on the disclosure of internal audit reports, providing for
“disclosure to Member States, respecting the management prerogatives of executive heads and subject to
conditions and criteria to be defined within the context of an organization policy that should not be applied
retroactively” (CEB/2007/2 para 50). Following discussion of this policy at the UNDP Executive Board
meeting, management was asked to elaborate the modalities for the review of internal audit reports in
accordance with the CEB endorsement. In its oral decision, the Executive Board expressed the wish that
this matter be revisited at the Executive Board’s second regular session in September 2008.

Pending further consideration of the Executive Board in September, senior management continues to
remain accountable to the Executive Board for the discharge of its responsibilities. Against this
background, senior management remains willing to consider providing access to certain audit reports in line
with the policy that was proposed to the Executive Board in January 2008. However, it is important to note
that the framework established by the CEB applies to the whole UN system and was endorsed by the UN
Secretary-General, specifically excluded access to reports prepared prior to the establishment of a new
organization policy on access. The policy would therefore not include access to internal audit reports
prepared prior to the presentation of the policy in January 2008. However, should any Member State have
speeific concerns over a particular aspect of UNDP’s operations, whether covered by an earlier audit or not,
senior management would bring these concemns to the attention of the UNDP Director of Audit and
Investigation, which makes the final determinations on where to devote audit resources.

5. What is the current status of the Independent Investigative Review (IIR)? ‘What is the status of the
review specifically in regard to the ajlegations by Artjon Skurtaj that he was retaliated-against by UNDP
forblowing the whistle on mismanagement in UNDP operations in North Korea? Picase providea copy
of any written analysis produced by the IIR with your responses.

The External Independent Investigative Review (IIR) is expected to complete its work and issue its
Report to the UNDP Board by the end of May. Until that time, UNDP does not have access to any written
analysis produced by the IIR or any written record of its deliberations. With respect to the specific
allegations of Artjon Shkurtaj, the Terms of Reference of the IIR, as agreed with members of the UNDP
Executive Board, provide the following:

“5). A complaint has been lodged that UNDP retaliated against an individual for “blowing the whistle” on
irregularities in ifs operations in DPRK. In this respect, review the complainant’s allegations related to these
operations and the alleged retaliation, make every effort to establish the facts, including about the specific events in
DPRK and regarding application of relevant protection policies. After completing the review, the Independent Review
Team shall share its findings on this aspect of the Independent Investigative Review with the Director, UN Ethics
Office. The Director, UN Ethics Office, could then provide an opinion and formulate recommendations, as may be
appropriate, on the retaliation allegations in light of these findings. If the UN Ethics Office requires further
investigation of this specific issue, after having reviewed the findings of the investigative review, it can arrange for
such follow-up before providing its recommendations, with the full cooperation of UNDP.

Therefore, it is our expectation that the IIR will address these issues in its Report, but we do not have any
information about the current status of their investigation in that regard.
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Attachment

Philippines Country Program

L. “Setting forth” the “metrics”

The Philippines has signed a five year Country Programme —2005-2009—with UNDP.
The Country Programme has the following four overarching national Goals which guide UNDP’s
—and the rest of the UN system’s --interventions in the country:

1). By 2009, the policy and planning framework in the country more extensively
incorporates effective, people-centered approaches to development planning, budgeting and
monitoring, with a special focus on women, children and vulnerable groups.

2). By 2009, good governance reforms and practices are institutionalized by
Government, local Government units (LGUs), civil society organizations, and the private sector,
toward poverty reduction, protection of rights and sustainable human development.

3). By 2009 increased capacity of stakeholders to protect/enhance the quality of the
environment and sustainably manage natural resources.

4). By 2009, the violent conflict has been reduced and human security and the culture of
peace and have been promoted nation wide.

We will in particular examine how one of the 3 UNDP Oufcomes in support of the 4"
national Goal in the CP is defined and measured. As indicated in Annex 1, Quicome 3 is :
Conflict affected communities have improved access to basic services, increased incomes, and
participate in Governance. Some of the general indicators are: Percentage increase in access to
basic services; Percentage increase in participation in local governance institutions and processes;
and Percentage increase in the average income of families in conflict affected communities.

The 5 Qutputs to be produced by projects and programmes in support of Qutcome 3 are:
3.1-- Conflict-affected areas transformed to peace-building communities able to sustain local
peace and development plans, with improved access to basic services/livelihoods and fully
integrated in the local socio-economic and political mainstream; 3.2 DDR programmes supported
and operationalized, including rehabilitation of affected communitics; 3.3  Mechanisms
institutionalized for the participation of conflict affected communities and former combatants in
Governance processes at the Barangay and municipal levels; 3.4 Community-based peace
initiatives such as, among others, Peace Zones, Sanctuaries for Peace, and Peace and
Development Communities; and 3.5 Healing and reconciliation processes supported. Each of the
outputs also has indicative targets and indicators that are specifically defined annually.

II. Measuring the results:

Against this baseline, we will illustrate the progress towards the achievement of Outcome
3 in one random year by examining the relevant part of the 2006 results report prepared annually
by the Philippine’s Country Office for all Qutcomes (see Annex 2). Based on the specific annual
targets set for 2006 for Outcome 3 the statement of progress in the report indicates that there has
been significant progress towards its attainment as illustrated by the following concrete
information in the report e.g.,: Social mobilization activities initiated and ongoing in 86 additional
communities, in addition to 180 communities established in Phase 3 of the Mindanao programme.
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Members of Peace and Development Communities (PDCs), including women, in 100
municipalities in 15 provinees in Mindanao are involved in activities to improve access to shelter,
water, nutrition, health and livelihood opportunities. The framework for livelihood support to
former combatants in the Cordilleras has been finalized. Thirteen Barangays (villages) in three
provinces affected by armed conflict were provided with small-scale and quick impact
community level enterprises/agriculture and water supply system projects.
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Annex 1

Goat -4} By 2009, the viatent conflict has been reduced and human security and the culture of peace and have been
prometed nation wide. {2005--2009)

Programme Frogramere outcomes Frogramme outputs Tadicative output targets and indicators Trplomenting partners
component
TCanfict aifociod commmumitics 3.1 Confticr affected meas Target “National, tacal Government, NGOS! CS05,
have improved access to basic (Southerm Phifippines; Conflict-aftected areas fully transformed to donrs, etc.
services. increased incomes, and insurgency arcas) peaceful communitics
participite in governance wransformed to Indicators
pesce-buliding + Nurober of with peace and
Indicators/arges able 10 sustaio loca! peace and | development plans
development plars, with « Number of individusls and communities
Percentage increase in access to iomproved aceess to basic ongaged in mainstream
basic services s ivelinoods and fally i ic and politicat activis
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Annex 2
2006 results report Philippines Country Programme (Outcome 3):

“Intended Quicome 3: Conflict affected communities have improved access to basic services,
increased incomes, and participate in governance

Annual target for 2006: 250 Peace Development Communities (PDC) expanded in terms of local
peace initiatives including affirmative action for selected marginalized sectors in conflict-affected
areas, as well as communist insurgency areas through the provision on basic services and
infrastructures, livelihood opportunities, and participation in governance.

Statement of progress in achieving annual target : Comprehensive and sustainable reintegration
programmes for IDPs, Returning refugecs and ex-combatants in place. Statement of Progress:
Social mobilization activities initiated and ongoing in 86 additional communities, in addition to
180 communities established in Phase 3 of the Mindanao programme. Members of Peace and
Development Communities (PDCs), including women, in 100 municipalities in 15 provinces in
Mindanao are involved in activities to improve access to shelter, water, nutrition, health and
livelihood opportunities. Formulation of Peace and Development plans. The framework for
livelihood support to former combatants in the Cordilleras has been tfinalized. Thirteen Barangays
(villages) in three provinces affected by armed conflict were provided with small-scale and quick
impact community level enterprises/agriculture and water supply system projects. Both duty
bearers and communities are developing skills and mechanisms for the participation of conflict-
affected communities and former combatants in local governance processes, such as membership
in local special bodies. Traditional and cultural forms, including the arts, are being harnessed to
support community healing, dialogue and reconciliation processes; and foster increased
awareness of rights.

Rating of progress: Fully Achieved

The report also provides information on a number of cross cutting that other issues that
are important for sustainability:

Questions: Have efforts in this arca supported improved capacity of national and sub-national
agencies in service delivery for the poor? Have efforts in this area influcnced national, sectoral
and local development strategies to incorporate MDG targets?

Answers: Formulation of Peace and Development plans involving local line agencies, local
Government planning offices, former combatants, and peace and development advocates provide
venue for capacity development in integrated conflict responsive development planning. Sub-
national offices such as the Mindanao Economic Development Council (MEDCO) and the
Autonomous Region m Muslim Mindanao (ARMM), and Local Government Units (LGU)
provide oversight and coordination functions for service delivery to these areas. The integrated
approach (water, nutrition, livelihood, peaceful settlement of conflicts, interethnic dialogue, etc)
contributes to the achicvement of targets for MDG goals 1 and 4, and supports the principles of
the Millennium Declaration.
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Questions; Have efforts in this area supported the capacity of non-state stakeholders (civil
society, media, business, and academic institutions) to access information and engage proactively
in development priorities? Have efforts in this area facilitated policy dialogue among key state
and non-state stakeholders aimed at building broad-based consensus around international,
national or local development goals and targets?

Answers: Policy dialogue among key state and non-state stakeholders faeilitated through
Technical Working Groups in 17 provinces in Mindanao and a Peace Summer Camp among local
leaders in Negros Occidental came up with recommendations to address the twin issues of natural
resource extraction and social unrest in their communities. Stakeholders from PDCs were able to
identify core conflict issues as well as workable strategies and common approaches to better
respond to armed conflict. Dialogue and conflict management processes in place in 13 Barangays
in three provinces through the creation of multi-sectoral peace councils or support to existing
local mechanisms. Framework that incorporates sustainable integrated area development elements
(i.e., comprehensive approach to poverty and development, environment and development,
governance and cultural freedom) to strengthen the PDC framework has been developed and will
be piloted by the South Cotabato provincial Govermnent.

Question: Have efforts in this area led to specific policies and programmes that benefit women in
the form of dedicated interventions, financial commitments and other forms of resource
allocation?

Answer: Three-year Women Peace and Development Programme formulated, based on
consultations in eight ethnic communities in Northern and Southem Philippines. Dedicated
interventions for women in Botica sa Barangay (Village Drugstores) managed hy women Peace
and Development Advocates. Around 60% of package of livelihood assistance to Peace and
Development Leagues (PDALs) is allocated to women beneficiaries (microenterprise).

Question: Have results in this area emphasized: (i) policy advocacy and dialogue; (ii) aid
coordination and management; (iii) research and analysis; (iv) capacity development of
national/local institutions; (v) formulation of legislation; strategies, policies and regulations;
and/or (vi) programme implementation?

Answer: UN agencies working together for the UN joint programme on conflict transformation
(ACT for Peace programme) with a commitment of US$ 15 million from the governments of
Australia, New Zealand and Spain; local government units, civil society organizations, former
combatants and local line agencies are involved in programme implementation.



304

RESPONSES TO SUPPLEMENTAL QUESTIONS FOR THE RECORD
FROM
SENATOR TOM COBURN
to
THE HONORABLE MARK D. WALLACE

United States Ambassador for United Nations Management and Reform

HEARING ON
UNITED NATIONS DEVELOPMENT PROGRAM:
A CASE STUDY OF NORTH KOREA

1. The UNDP’s own auditors, the U.N. Audit Board, the U.S. State Department, and
now this subcommittee’s report all found that the UNDP had committed serious
wrong doings in its North Korean programs, yet the UNDP has, in Orwellian
fashion, denied each charge and is mischaracterizing this subcommittee report as
exonerating its management of the programs. Given that the UNDP is not willing
to admit negligence and other mistakes, is reform at the UNDP possible under its
current management?

RESPONSE: I believe that reform is always possible and imperative if we are to
ensure the appropriate expenditure of U.S. taxpayer dollars by UN agencies that
receive U.S contributions. Since the revelation of the disturbing findings of the
UNDP's own auditors, the UN BOA, and the Senate PSI, the UNDP commissioned
External Independent Investigative Review Panel (EIIRP) published its report (the
"Report") in June 2008. Although its general conclusions are political in nature, the
Report's specific findings of fact reveal a disturbing picture of the UNDP DPRK
program to a degree that we had not understood previously.

The Report confirms the previous findings of the UN Board of Auditors and U.S.
Senate Permanent Sub-committee on Investigations regarding U.S. concemns in three
critical areas of financial and administrative control:

1. Making cash payments in foreign/hard currency;

2. Utilizing staff seconded from the DPRK government in core functions, and

3. Failing to make adequate project site visits.

For example, the Report states that "A significant portion of payments made to
National Staff employed by the UNDP-DPRK were made to them using a local

Permanent Subcommittee on Investigations

EXHIBIT #24
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practice of 'cash-check.' (P. 96). The Report also states that "core functions were
performed by local personnel (Finance Officer, Finance Assistant, IT Support).” (P.
35).

Furthermore with respect to site visits and program monitoring, the Report states that:
"[t]he deficiencies in the monitoring and reporting of the Country Programme were
highlighted by UNDP..." (P.124). "The review found evidence to confirm that there
were requirements for prior clearance through the government of the DPRK for
project site visits..." (P. 125). Finally the Report states that "the Panel's review of
the available project budget documents revealed that for 77 transactions (74%) the
available supporting documentation was insufficient to determine whether the
ultimate beneficiary is consistent with the payee name indicated in the financial
system.” (P. 158).

The report also raised significant concerns related to the sums of money directly paid
by UNDP to the DPRK government and the delivery of sensitive dual use equipment
to the DPRK government. See Infra.

The State Department was concerned with a number of the Panel's findings and the
on-going need for corrective action and issued a statement to this effect. ("U.S.
Statement on the Report of the External Independent Investigative Review Panel: UN
Development Program Activities in North Korea 1999-2007" June 13, 2008). The
Statement is attached and is incorporated herein for reference. Unfortunately, UNDP
publicly attempted to gloss over the factual findings of the Report and claimed that
the report cleared the UNDP DPRK program of any shortcomings. ("Statement of
Kemal Dervis, UNDP Administrator, on the Report of the External Independent
Investigative Review Panel," June 2, 2008). The Statement is attached and is
incorporated herein for reference. While I hope and believe that the State Department
will continue to work with UNDP management to address the systemic weakness that
led to the abuses in the UNDP DPRK program, UNDP will never become truly
transparent and accountable to donors unless and until it at least acknowledges its
deficiencies. UNDP's response is discouraging.

. Are there reasonable assurances that U.S. contributions to the UNDP are safe

from enriching other terrorist states or other entities under U.S. sanctions?

RESPONSE: I do not believe we can have such reasonable assurance unless and
until UNDP adopts practices that make its delivery of aid more transparent and
accountable to management and donors.
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b. When making contributions to a U.N. entity, other multilateral entities, or
foreign governments, what agreements does the State Department make with the
recipient of U.S. funds to ensure U.S. law is not thwarted by enriching state
sponsors of terror or other entities under U.S. sanctions? If so, how do these
agreements compare with those used by USAID and the Department of Treasury
in similar circumstances? What happens if an agreement is violated by a
recipient of U.S. funds? Please provide an example of an agreement used by the
State Department, USAID, and Treasury.

RESPONSE: Contributions to the UN and other International Organizations are
initiated and executed by the State Department's Bureau of International
Organizations (10/B). Any agreements, conditions and penalties associated with these
payments are similarly initiated and executed at the appropriate State Department
Office and/or U.S Government agency in Washington D.C. As I no longer work for
the State Department I am unable to provide an example of an agreement used by the
Departments of State and Treasury, respectively, or USAID.

2. According to the UNDP, money that the North Korean regime transferred around
the world through U.N. bank accounts was not U.N. money. Is there any factual
basis for this claim?

RESPONSE: The UN BOA, the Senate PSI and the Report of the EIIRP all
confirmed that there was an absence of appropriate managetial and administrative
controls in the context of UNDP activities in the DPRK. These reports also
confirmed that UNDP made extensive payments in the DPRK in cash/hard currency.
For example the Report of the EIIRP states that:

"Interviewees stated that cash-check was a check that could be presented and
exchanged for cash at the FTB without having the need for a bank account," (P.
97) and that they were “"exchanged for hard currency which was later distributed
to applicable National Staft.” (P. 96).

The Department of Treasury provided the Senate PSI with copies of banking
documents from a certain Macanese Bank that were included in the Report of the PSI.
These original normal course of business banking documents describe money
transfers that were made from DPRK controlled accounts on behalf of "UNDP" and
"UNDP-Pyongyang." Because UNDP and UNDP-Pyongyang were described as the
funding parties in these normal course of business banking records, it is only
reasonable to conclude that these payments reflect the illicit transfer of UNDP funds.
In interviews with the Senate PSI the DPRK asserted that it intentionally and
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fraudulently created these banking documents and transactions to conceal the DPRK's
international money exchanges in order to avoid U.S. Treasury Department sanctions.
In the interviews the DPRK further asserted that such money was not UNDP money.

Given its history of fraudulent and illegal behavior and that the DPRK admitted to
fraud in this matter, I am hard pressed to accept their statement that such money did
not originate from UNDP absent a more rigorous forensic audit particularly because
money is fungible. Certainly, when the bank records at issue were created the
Macanese bank authorities could not have expected that they would be reviewed in
the light of an investigation related to the diversion of UNDP funds. Between the
choice of accepting normal course of business banking records or the explanation
offered by the DPRK authorities, the most reliable source clearly must be the normal
course of business banking records. UNDP takes the position of the DPRK in the
matter.

The various reports on this matter and most recently the EIIRP Report describe
significant payments either directly to the DPRK government or in easily diverted
cash payments delivered to payees controlled by the DPRK government. The Reports
of the UN BOA, the PSI and the EIIRP state that the ultimate beneficiaries of
payments made by UNDP-DPRK could not be determined in a large number of cases.
For example, the EIIRP Report states that as a result of UNDP's deficient
management controls, the Panel "cannot fully render conclusions with respect to
specific aspects of the payment process and authorization" (P. 92). It further states
that "payment recipients cannot be identified for check transactions” and that
"intermediaries for payments cannot be identified, as there is no available
documentation to trace the payment from source to the ultimate beneficiary” (P. 93).

With respect to the check or "cash-check” payments by UNDP to persons and entities,
the Report - like the previous report of the UN Auditors - was "unable to determine
the likelihood that such payments were received by intended beneficiaries” (P. 53),
as the EIIRP, like the UN Auditors, "did not have access to paid checques.” (P.53, see
FN 87). As a result, the Panel could not determine "the ultimate beneficiaries as to
each transaction in the UNDP-DPRK program" (P. 94) and could not "conclusively
determine whether such diversion occurred." (P. 95).

Significantly, the EITRP Report confirmed that UNDP transferred large amounts of
funds directly to the DPRK regime and the ultimate size of these transfers could not
be precisely determined. According to the Report (and during the time period covered
by the Report) disbursements made by UNDP-DPRK include $16.9 million made by
UNDP on behalf of itself and $6.9 made by UNDP-DPRK on behalf of other UN
entities for a total payment from these two categories of $23.8 million. (P. 62) This
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total does not include the total "disbursements made on behalf of UNDP-DPRK by
UNDP country offices and other UN agencies,"(P. 118) which is as high as $24.7
million and is significantly larger than what has previously been reported by UNDP.
The Panel states that this calculation "is relevant to understanding the full value of the
UNDP-DPRK program." (P. 59).

The Panel "noted significant uncertainty remains in connection with the exact
payments made on behalf of UNDP-DPRK by various UNDP country offices and
other UN agencies during the Winfoas accounting period..." The Panel is therefore
"unable to confirm the total size of the UNDP-DPRK program from 1999-2007" (PP
61, 118).

The Panel concluded that "38% of all disbursements made by UNDP-DPRK" were
paid directly to DPRK "government agencies” which constituted 11 of the top 20 of
all payees and totaled $9.13 million (P. 100-101). This does not include
"disbursements made on behalf of UNDP-DPRK by UNDP country offices and other
UN agencies” (P. 118). Assuming the same percentage payment rate to the DPRK
government, then additional millions of dollars were paid directly to the DPRK
government as part of the UNDP DPRK program (e.g 38% of $24.7 million or $9.4
million).

The Panel reviewed available project budgets and concluded that "for 77 transactions
(74%), the available supporting documentation was insufficient to determine whether
the ultimate beneficiary is consistent with the payee name indicated in the financial
system." (P.158). The Panel also found that for 78% of the sample transactions
reviewed, "the signature of the recipient cannot be verified as the intended recipient"
and that for "22% of the sampled transactions reviewed there is no evidence of the
payee's receipt of payment." (P. 93).

Based upon the foregoing: 1. Sizeable UN sums were paid directly to the DPRK
government, and; 2. Sizeable UN sums were likely diverted to the DPRK government.

Money is fungible. Such large scale UNDP payment directly to and/or diverted to
the DPRK regime makes it difficult at best to accept the groundless assertion by
UNDP and the DPRK that no UN money was included in illicit transfers emanating
from DPRK controlled accounts from the Macanese Bank.
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a. Does North Korea maintain separate records and accounts to distinguish which
accounts contain illicit income from ballistic missile sales, nuclear proliferation,
payments for equipping and training terrorists, and the proceeds from slave
labor?

RESPONSE: I am without sufficient information to comment,

b. If not, is it possible that the regime used its unfettered access to U.N. bank
accounts to launder money tainted by such illicit activities?

RESPONSE: The facts presented in the record to date suggest strongly that UN
funds were diverted by the DPRK for illicit activities.

3. In your investigations of the UNDP, is the problem with the UNDP North Korea
program extraordinary or just one of many examples where UNDP negligence
created vulnerability to manipulation by other terrorist states and rogue regimes?

RESPONSE: During my time with the U.S. Mission, there were reports that UNDP
operated in a manner inconsistent with its own rules and regulations and the rules and
regulations of the UN in the context of UNDP operations in Burma, Venezuela and
Cambodia. There were also reports of irregularities in the procurement and treasury
functions, respectively, at UNDP Headquarters. Notably, an audit by UNDP's own
Office of Internal Audit and Investigation (OAI) gave an overall audit rating of
"partially satisfactory" to UNDP's nearly § 2.5 billion procurement function. The
audit states that, "[t]he rapid growth of procurement in UNDP was not accompanied
by a commensurate strengthening of the procurement operations, management, and
oversight capacities across the organization and more particularly, with respect to
corporate functions, which has further increased the high risk exposure of
procurement in UNDP." (P. 4, Para 7).

a. At the hearing, UNDP made the “everyone’s doing it” argument, claiming that
other entities funded by the State Department and USAID operate with the same
mismanagement practices. Is this accurate? If not, how?

RESPONSE: UNDP serves as the Resident Representative (RR) and the Resident
Coordinator (RC) in UN serviced countries. UNDP is also the Head of the UN
Country Team (UNCT). As RR and RC, UNDP serves as the designated
representative of the Secretary-General in a given country. As Head of the UNCT,
UNDP is also responsible for leading and coordinating the activities of other UN
agencies operating in countries. Given UNDP's peculiar in-country administrative
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role it bears unique responsibility for the practices of other in-country subordinate UN
agencies and programs. The Report of the EIIRP confirms that UNDP failed in
fulfilling this leadership, coordination and oversight role. The Report states that
"[t]he failure of the UNDP Resident Representative to monitor the conditions imposed
by Governments is especially troubling” (P.219).

b. What other U.N, entities have similar mismanagement and funding problems as
UNDP?

RESPONSE: The Report of the BOA confirmed that other entities operating in the
DPRK made payments in cash and employed staff seconded directly from the DPRK
government. The Report of the BOA also states that site visits by such entities were
restricted. I encourage all such UN entities to permit a truly independent and outside
full forensic audit of their operations in DPRK.

4, Given how secretive the UNDP is with program and audit information, is there any
way donor nations can measure the outcomes of UNDP programs to determine
whether an investment with the UNDP results in acceptable outcomes or enriches
state sponsors of terror?

RESPONSE: UNDP declines to provide Member States with internal audit reports
and the important fiduciary and programmatic information contained therein. The PSI
determined that UNDP must alter its policy with respect to providing Member States
with access to internal audit reports. Notably the EIIRP arrived at the same
conclusion. Without adequate access to reliable outside audits of UNDP programs
member states cannot effectively track the legitimate use of and effectiveness of their
contributions to UNDP.

a. What metrics are used by the State Department to evaluate the outcomes and
effectiveness of the U.S. contributions to U.N. entities such as UNDP?

RESPONSE: In 2007 the US Mission to the UN launched the United Nations
Transparency and Accountability Initiative ("UNTAI") to promote reforms adopted
in the context of the UN Secretariat that had yet to be applied within the UN "Funds
and Programs." Specifically, this initiative addresses eight areas that require action
by the Funds and Programs which the U.S. and other member states can exercise
greater oversight. In May 2007, February 2008, and again in July 2008, the State
Department inquired with UNDP and other Funds and Programs as to what action it
was taking in these eight areas, including specifically the level of public access to
financial and budgetary information. The State Department has since developed
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criteria for public access to information that will serve as a metric for measuring
UNDP's progress and compliance with UNTAL

The UNTAI criteria provide for the disclosure to Member States of internal audit and
oversight reports upon request, in their original and unedited form. In October 2007,
the UN's Chief Executive Board {(CEB) endorsed the disclosure of internal audit
reports but noted that such policies should not be applied retrospectively. As an
accounting tool previous audits are vital for purposes of comparison to current and
future audits. The CEB's decision in this regard is regrettable.

Similarly, the State Department has developed criteria to measure UNDP's and other
Funds and Programs progress and compliance with the requirement that they establish
and comply with an effective whistleblower protection program. UNDP and other
Funds and Programs must implement effective whistleblower protections against
retaliation for reporting misconduct and/or cooperating with the internal oversight
function. These policies must be well known to staff and conform to best practices.
Staff must have an effective mechanism for recourse if retaliation is taken or
threatened. In this regard, UNDP and the other Funds and Programs must have an
independent ethics officer who is responsible for enforcing the Organization's
whistleblower protections. I understand that the State Department is seeking periodic
updates from UNDP and the other Funds and Programs in this regard.

b. How has State graded the UNDP for the past five years?

RESPONSE: The State Department is in the process of evaluating whether UNDP
has met the criteria contained in the U.S. UNTAI Initiative. In addition, I understand
that the U.S. Congress elected to withhold 20 percent of its contribution to the UNDP
pending confirmation that UNDP has met certain criteria related to transparency and
accountability.

5. Is there anything the State Department can do in order to help protect the rights of
the whistleblower that the UNDP fired and blacklisted as retaliation for exposing
this scandal?

RESPONSE: In his report "Review of the External Independent Review Panel's
Report: United Nations Development Programme Activities in the Democratic
People's Republic of Korea, 1999-2007," the Head of the UN Ethics Office, Mr.
Robert Benson, determined that the "failure to provide the individual with an
opportunity to provide a reasonable explanation in relation to the relevant facts on
which the Panel based its adverse findings before the report was made public
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constitutes a due process failure." Because of this due process failure, Mr. Benson
recommended that UNDP pay the individual 14 months net base compensation.
Notably, the EIIRP found that the whistleblower "justifiably raised issues about
UNDP's practices in the DPRK, In particular Shkurtaj correctly identified concerns
about UNDP's payments in hard currency in the DPRK." (P.273)

It is my understanding that UNDP has yet to comply with Mr. Benson's ruling.
UNDP's failure to do so is a regrettable blow to a vitally important UN reform - the
UN Ethics Office.

6. If the UNDP were a U.S.-based entity and not exempt from the rule of law, what
U.S. sanctions and laws were violated when the UNDP misused federal money to
fund non-humanitarian and non-development activities in North Korea, including
giving funds to the financier of North Korea weapons programs?

RESPONSE: I believe it inappropriate for me to comment on this hypothetical
question.

a. If UNDP wasn’t exempt from U.S. law, would you recommend a referral to the
U.S. Justice Department for further law enforcement action?

RESPONSE: The EIIRP Report revealed that there were multiple instances where
UNDP procured and delivered to the DPRK sensitive "dual-use" equipment that
would have been subject to U.S. export control laws.

The EITRP Report clearly states that "as written, U.S. export controls apply to UNDP's
activities in the DPRK." (P. 216). Of the 151 pieces of equipment exported by UNDP
to DPRK that the EIIRP reviewed, 95 items were "classified as being on the
Commerce Control List.... [and] would have required a license from the U.S.
Commerce Department for export or re-export to the DPRK." (P. 210). The EIIRP
found that many of such items were "controlled by the U.S. for national security and
anti-terrorism reasons.... and were of heightened concern.” (pp. 210, 213). UNDP
management, however, did not obtain the required licenses. Notably, in June 2007 the
U.S. requested that UNDP provide it with the number and nature of transactions
wherein UNDP acquired potential dual-use equipment on behalf of the DPRK (Letter
from USUN to UNDP, June 7, 2007). To my knowledge UNDP never provided this
information.

Even the UN Secretary General's office was of the opinion that UNDP must comply
with US export control laws. The Assistant Secretary General for Legal Affairs Larry
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Johnson opined to UNDP that UNDP required a "retransfer authorization" from the
U.S. to transfer the equipment to the DPRK or other third parties and that UNDP did
not obtain any such "retransfer authorization" prior to transferring these items to the
DPRK government. (P. 220).

Based on the foregoing, at a minimum, it is apparent that UNDP did not execute
adequate oversight over its procurement and import functions and that UNDP acted
in violation of U.S. law in this regard. I believe it is inappropriate for me to comment
more generally on this question.

7. According to reports, Eveline Herfkens, UNDP’s director of poverty eradication
campaigns, received at least $280,000 from the Dutch government as a housing
subsidy even though her U.N. salary already provided compensation for living
expenses. This housing subsidy broke U.N. conflict of interest rules. What is
UNDP's policy on additional payments, compensation, allowances, or benefits paid
to UNDP staff by U.N. member states or any other entity? Does the U.N. Secretariat
have a similar policy? How are they different?

RESPONSE: The policies for UNDP and UN Secretariat officials are the same. The
policy states that the receipt of additional compensation by UN officials from an entity
outside of the UN is a potential violation of UN Staff Regulations and Rules,
depending on the circumstances. There is a prohibition in the Staff Regulations on
UN staff members receiving any compensation from a government.

Do any of the following UNDP officials receive additional pay and/or benefits
outside of the U.N. including from member states like Turkey, the Netherlands,
Canada, India, or Kenya?

i. Kemal Dervis, UNDP Administrator

ii. Ad Melkert, UNDP Associate Administrator

iii. David Morrison, UNDP Communication Director
iv. David Morrison, UNDP Communication Director
v. Darshak Shah, UNDP Controller

vi. David Lockwood, UNDP Regional Director

vii. Fred Tipson, UNDP Director

RESPONSE: I am unaware if any of the foregoing officials receive additional
compensation.

¢ ¢ ¢
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U.S. Statement on the Report of the External Independent Investigative Review Panel: UN
Development Program Activities in North Korea 1999-2007, June 13, 2008

The United States welcomes the Panel's Report and remains concerned by a number of its findings and
the on-going need for corrective action. The United States has been working with UNDP management
for over a year now to address systemic weaknesses through our UN Transparency and Accountability
Initiative (UNTAI). In the coming months, we will follow up with UNDP management and the
Executive Board to address the Panel's findings and recommendations. We expect our collective effort
to result in an appropriate transparency and accountability system for the organization that can help turn
the page on this episode.

During the 1999-2007 period covered by the Panel's review, the United States provided over $1.5 billion
to support UNDP and its activities worldwide. As one of the largest donors to UNDP and a member of
its Executive Board, the United States has a responsibility to ensure the organization meets the standards
of accountability and trust expected of public institutions. In addition, as the lead UN agency for system-
wide coherence, UNDP should set the standard in management, ethics, transparency and accountability.
We must ensure that funding provided to UNDP is used in the most effective way possible and for its
intended purpose --to help the world's poor. In this spirit we offer the following observations.

The Report, which is voluminous, confirms many previous concerns raised by Member States and the
findings of both the UN Board of Auditors (BOA) and the U.S. Senate Permanent Subcommittee on
Investigations (PSI) regarding UNDP’s management deficiencies, lack of transparency and oversight of
activities in North Korea.

Specifically, we note that the Report confirms that payments were made in "cash-checks,” and that as a
result of this practice, this Report, like the previous BOA Report, was unable to determine whether such
payments made by UNDP to persons and entities were received by the intended beneficiaries. In
reviewing available UNDP project budget documents, the Panel was unable to determine in 74% of the
cases "whether the ultimate beneficiary is consistent with the payee name indicated in the financial
system.” Moreover, the Panel was unable to conclusively determine if diversion occurred.

The Report also confirms that "core functions,” such as Finance Officer, were performed by local North
Korean personnel seconded from the DPRK government. The Report also confirms that UNDP project
visits were circumscribed by the DPRK government through required advance "clearance or
authorization.” Further, the Report confirmed that there were broader management deficiencies relating
to project monitoring and implementation across the entire UNDP DPRK Country Program.

As the U.S. Senate PSI Report indicated, these problems might have been addressed earlier had internal
audits done by UNDP been made available to Members of the UNDP Executive Board. We therefore
welcome the Panel's recommendation that UNDP make its internal audits available to Member States.
We are working with UNDP, the Executive Board, and the other UN Funds and Programs to ensure this

http://www.usunnewyork.usmission.gov/press_releases/20080613_143.html
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becomes standard practice across the UN system.

We note that the figures provided in the Report are inexact regarding the transfer of funds to the DPRK
or DPRK-controlled entities by UNDP country-officcs and by othcr UN agencies acting on behalf of
UNDP’s North Korea office. The figures cover a wide range of possible amounts. Nonetheless, the
report does appear to confirm much larger figures than reported eatlier by UNDP.

The Panel noted that therc is no evidence that UNDP officials knew that the DPRK government misuscd
accounts that had been set up to receive UNDP funds to transfer North Korean monies abroad to avoid
possible sanctions or to entities associated with secret weapons programs. But the Report observes that
UNDP did not sufficiently align its management controls to the "challenging environment" in which it
found itself operating.' Accordingly, the Report recommends "that an evaluation of UNDP-DPRK
controls be performed" in order to strengthen them.

The Pancl Report revealed an absence of understanding and required sensitivity to U.S. export control
laws with respect to "dual use" items. As a result, a large number of sensitive items requiring export or
re-export licensing by the U.S. for "national security and anti-terrorism reasons” were purchased and
exported by UNDP to North Korea without licenses.

The Panel noted that UNDP staff had long been aware of the use of counterfeit notcs in North Korea.
Prior to 1999, UNDP staff in Pyongyang recognized that "counterfeiting was a significant issue at that
time," and took measures to limit UNDP’s vulnerability. However, "from the Fall of 1999 to 2007, there
was no apparent discussion among the Country Office staff about taking proactive measures." UNDP
Headquarters also ignored warning signs regarding counterfeit U.S. currency, which the U.S.
Government brought to the attention of UNDP in the summer of 2006. The Panel noted that in October
2006 the head of UNDP Pyongyang office learned about the counterfeit U.S. currency stored in his
office safe for over ten years in violation of UNDP rules, but waited until February 2007 to inform
UNDP headquarters. The Panel also noted inconsistent accounts of this issue from the UNDP
Comptroller.

Finally, although failing to find evidence of retaliation against the whistleblower, the Report found that
he was justified in raising issues about UNDP’s practices in the DPRK and that "he reported conduct
and facts about UNDP operations in the DPRK that required resolution and may well have been in
violation of UNDP policies as weil as applicable agreements with the DPRK."

http://www.usunnewyork.usmission.gov/press_rel /20080613_143.htm!
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Newsroom
Contents SPEECHES - UNDP ADHINISTRATOR HEMAL DERVIS
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Kemai Dervis statement on Nemeth Report
Topics
. MoGs Before I start, fet ma just express my deepest condolences ta the families of one of aur UNDP colieague who was kilted eartier today
» pamocratic Governance when a car detonated outside of the Danish Embassy in Istamabad, which is next to UNDP’s project offices. Six other UNDP staff
Foverty Reduction members were also injured, some seriously.
Grisis Prevention & Recovery
* emirosmant & Enargy Qur thoughts and prayers alsa go out to all the other victims of today’s attack in Istamabad, especially the family of the cofleague we
*RNATDS lost.
- Regions We are stil trying to gather information s to the exact situation on the ground and are supporting our teams there as best we can.
T AR N s
T s siates Now fet me turn to today’s topic which is the Nemeth Report. The report an UNDP activities in the Demozratic People’s Republic of Korea
© aain § the euciic covering the period from 1399 ~ 2007.
B & ihe CI5
e fmorita & the It's 5 long report, for those of you who have seen it, a very comprehensive report, done by a very distinguished independent panel, {
Caribbaan don't expect anybody to have fully absorbed the full report yet. We read it in the evaning yesterday ond are st studying it very
carefully.
> oates

e T'm going to read, which is not something T usually do, but I just want to be very careful because it's the Panel's report, it's not our
2008 report. I think that is very important to stress. So I don't really want to paraphrase them or interpret them in any way. Once we've

oo studied the whole thing maybe we can do that with 3 fot of cere. But T want ta stress strongly that this is the Independent Panel’s report

o and their findings, the way they did their work and the way they wrote &. I don’t want to mix up our own views and our own work on
2006 follow up with that of the Panel as such. I'm going to be very careful on this pomnt.

Spocches 1 want to welcome the very thorough and exhaustive independent external review of UNDP's activities in DORK. 1 am pieased that this

very impartant review is now concluded and that we finally have some clasure an the allegations made against UNDP.
UNDFP Administrator Kemat
Dervis T would fike to thank the chairman of the independent external review Panel, Mikios Németh, the former Prime Minister of Hungary and a
\UNDP Associate Administrator Adl  CUrrent member to the Advisory Council of Transparency international, as well Mr. Chander Mohan Vasudev, former Permanent

e Secretary of Public Expenditure in the Indian Ministry of Finance, and Ms. Mary Ann Wyrsch, former UN Deputy High Commissloner for
« Otber Spreches aot Statements | Refugees and former acting i of the U.S. ion and Service. Ms. Wyrsch is also currently the Chair of
. UNDP’s external Audit Advisary Committee. The Panei members and their staff deserve our heartfeit thanks for thelr work and
Tomics dedication to ensure that no Stone was left unturned. That is a phrase Mr. Nemeth often used.
- MoGs
Demaocratic Governance 1 also want to thank you, the members of the media for being here today.

> Poverty Reduction

¢ Crisis Prevention & Recovery | Ag you know, the distinguished Pane! members were chosen in consultation between myself, the Secretary-General and the members of
© Environment & Enargy . UNDP's Executive Board. Mr. Nemeth had the fulf authority to fead the team and to determine how to conduct and conclude its activities.
- MIVAAIDS i
This report is thelr report, and I wili sot interpret or paraphrase it today. 1t is the Panel’s own writing and everyone seriously interested

* Region in the issue needs to read the entire report. 1 would fike to stress and this is aiso the wish of the Panef that those who really want to
. At absorl the whole findings, it is really impartant ta read the whole thing. Tt cantains findings related to five fssues. The report also
+ Asab States contains valuable recommendations for UNDP's aperational wark in the future.
< asia B the Pacific X
+ Europe & e CIS The findings are summarized in chapters 2 thraugh 6 of the report,
- Latin America & the
Coritbean Chapter two, deals with issues of payment modalities and T quote:
. pae « The analysis provided confidence that the smounts detailed in UNDP-DPRK financial Systems data are refiable end the scopa of the

cash inflows is reasonably quantified, It was evident 1o the Panel that data in the UNDP-DPRK financial systems was consistent with

e transaction amounts stated in bank statements, and hence the Panel could perform detailed analyses based on this data.
L + Apart from performing » Straight review of payments and hanking procedures associated with the UNDP-DPRK program, the Panel hias
N considered a range of questions raised about the manner in which UNDP-DPRK handied its financial matters. For example, some have

guestioned the extent to which UNDP pald national staff in cash. The Panei notes that UNDP discouraged the use of cash, and its
fingncial systems in fact are not designed fo allow for cash payments, Indeed the UNDP did not make direct cash payments to the
Search nationat staff, but instead issued cash-checks, which could be exchanged at the Foreign Trade Bank for cash. This practice was designed
in part because most DFRK nationals do not possess bank accounts. Payments were made to natigral staff for items such as gaily
subsistence allowance, bonuses, overtime, travel, and meat aliowances.

Chapter three deais with project Implementation ang one of the key conclusions is and I quate:

« The volume, quality, and scoge of the relevant decumentation retrieved from UNDP headguarters and the UNDP-DPRK country office
fites demonstrated that the majority of the programme, and mare importantly the targer, more complex, or higher-risk projects, were
managed, monitored and evaiugted substantially in accordance with UNDP requirements.

Another key find in that chapter is that, and I quote:

+ On the basis of its review, the Panel concludes that aliegations suggesting that field visits did not occur are unfounded.

Chapter four focuses on the issue of dual use equipment and, here again, 1 quote verbatim from the report:

+ While familiarity with and sensitivity to export control systems is clearly necessary in connection with UNDP's operations and its
refationships with contractors, the applicable interational laws are exceedingly complex. kn many instances, questions of applicablfity
remain unresoived. For example, there are questions about whether and to what extent a countrys export cantrot system can have
cross-border application. Other questions exist as to which parties in the supply chain are subject to a given export control system and
whether persons who faciiitate exports face compliance obligations.

http://content.undp.org/go/newsroom/2008/june/kemal-dervis-statement-on-nemeth-report.en?categoryID.
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« These tensions among laws and the application of priviteges and immunities are not issues unique to UNDP, but instead have broad
applicability to the UN system as 3 whole, Resolution of the applicability of intemational dual use principles will require exteosive
discussion and agreement on a UN-wide basis with input from and agresment by Member States.

This I was quoting, I'm now adding my own words. As you wil see in the chapter, not il countries agree on to the way individuat
cauntry export controls should be applied and i by international There is nothing in that chapter that finds
2ny kind of wrongdoing on the part of UNDP, but it draws our attention to the need for the international community and Member States
to come ta  more transparent agreement an how export control systems should be implemented in practice.

Chapter five reports on the issues of the counterfeit US dollars. Here the report says and, again, 1 quote:

« Regarding action and inaction by UNDP officials, the Panel finds that representatives of the Country Office and UNDP Headguarters
knew of concerns about counterfeit currency in the DPRK, AY 3 minimum, warning signs existed that required a more timsly and
effective response.

End of quote, as you know these counterfeit notes ended up in the safe in 1596, 1 quote again:

« There is fio evidence that anyone acted in bad faith or in a fraudulent or deceptive manner. Instead, the Panel finds that there was a
clear fack of attentiveness at the Country Office and Headquarters fevels and that communications between the Cauntry Office and
UNDP Headquarters were inadequate,

€nd of quate, so there is @ period where the communications s between the Country Office and headgquarters were not really careful
enough in the late nineties and the early part of the century,

» The Panel notes that prior to 2002, UNDP was using US dotlars as the foreign currency for its DPRK operations. The evidence indicates
that circulation of counterfeit US doliars was widely prevalent in the DPRK. After 2002, UNDP-DPRK’s use of US doflars ceased, after
which UNDP started using Euros as the foreign currency for disbursements, The possibility of UNDP disbursement procedures being
roisused for circuiation of counterfeit dollars wes thus minimized.

And finalfy, chapter & deals with the so-cafled ‘whistle blower" issue. There is a fot of materiai in that chapter which describes how Mr.
Shikurtaj and, I guote, *made assertions during the interview process that are untenable.” The panel aiso says:

« Considering the totality of the circumstances, including the undisputed evidence, the accounts of numeraus witnesses, and extensive
documentary evidence, the Panel concludes that UNDP di¢ not retaliate against Shkurtaj for his role in raising concemns about UNDP's
operations in the OPRK.

These were the headings in the Terms of Reference for the Panel, They organized it into these chapters and 1 just read you some
sentences from their findings, There are summaries in the report and of course there is the whole repgrt, and I really encourage you i
you are interested in this to read the full repart. 1t makes kind of interesting reading.

We received this comprehensive report yesterday afternoon and we will study it very carefully over the mext few days. I will also
arganize management follow-up mestings on alf aspects of the report because it contains very useful propusa!s on how to improve the

effectiveness of UNDP’s work, fn the most Of particular i the of the new
Accountabiity System on which Ad Melkert, the Associate Administrator, has taken the lead. The fast nart uf the Terms of Reference for
the Panel was to make for our activities, particularly in the most difficult circumstances,

and the very experienced panet came up with a whole series of very useful, practical recommendations that will help us.

The Panet will prasent its report to the UNDP's Executive Board at the end of the month in Geneva, elther on the 24th of June. As you
Kknow, sometimes our Board meets in Geneva, and there is a session reserved for the findings of the Panel. As you kaow the report was
commissioned jointly by myself, as the UNDP Administrator, but aiso by the President of the Executive Board of UNDP, I very much fook
forward to discussing the report with the members of the Board,

Before 1 take your questions, let me just say on a persona note as the head of UNDP that this has been a fong exhaustive and difficult
process. For more than a year we have heen the target of various serious aflegations, Sometimes these allegations have taken fantastic
and irrespongible forms, Be that as it may, we are, and will, always remain open to constructive criticism. it is clear that our complex
organization can and should 1mprove iurther We have begen invoived in a constant process of reform, inciuding buiiding greater
It is also clear hawever, that the men and women of UNDP on the whole are daing
an extraurdmary ]ub nﬂen i very d»ﬂlcul[ circumstances. And, a5 we saw again today, sometimes as the risk of their own fives,

I would aiso fike to stress that every UNDP employee has the right to be treated with respect and can 8t ali imes safely use the
channels that are available to raise issues of concem. § want 1o stress that, every employee, whatever his or her particufar employment
contract, has the right to that respect and that protection. At the same time, 1 intend to also protect the arganization and the resources
entrusted to us for development purposes from frivoious actions with obvious ilf intent, The protection is for peopte in good faith. They
ave protected and can use existing chanaels byt frivolous activities which cost a fot of resources and attention, which detract us from our
work and which are pursued with individual interest and fli-intent, we will not tolerate.

In conclusion, fet me say that I very much hope that this exercise has been useful to alf parties involved and that It can guide our
actions in the future as we support human development around the world.
Thank you very miich.
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http://content.undp.org/go/newsroom/2008/june/kemal-dervis-statement-on-nemeth-report.en?categoryID...



318

United States Senate
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS
Committee on Homeland Security and Governmental Affairs

Carl Levin, Chairman

Norm Coleman, Ranking Minority Membe,

UNITED NATIONS DEVELOPMENT PROGRAM:

A CASE STUDY OF NORTH KOREA

STAFF REPORT

PERMANENT SUBCOMMITTEE
ON INVESTIGATIONS

UNITED STATES SENATE

RELEASED IN CONJUNCTION WITH THE
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS
JANUARY 24, 2008 HEARING




319

SENATOR CARL LEVIN
Chairman
SENATOR NORM COLEMAN
Ranking Minority Member
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS

ELISE J. BEAN
Staff Director and Chief Counsel

ZACHARY 1. SCHRAM
Counsel

MARK L. GREENBLATT
Staff Director and Chief Counsel to the Minority

MICHAEL P. FLOWERS
Counsel to the Minority

MELISSA A. STALDER
Associate Counsel to the Minority

Permanent Subcommittee on Investigations
199 Russell Senate Office Building — Washington, D.C. 20510
Main Number: 202/224-3721
Web Address: www.hsgac.senate.gov [Follow Link to “Subcommittees,” to “Investigations”)



320

PERMANENT SUBCOMMITTEE ON INVESTIGATIONS
STAFF REPORT
UNITED NATIONS DEVELOPMENT PROGRAM:
A CASE STUDY OF NORTH KOREA

TABLE OF CONTENTS

I. INTRODUCTION ... ... i, 1
II. EXECUTIVE SUMMARY .............oviiiiiiiiionn, 2
A. Subcommittee Investigation . ......... ... ... ... ..., 2
B. ReportFindings ........... . oot 2

1. UNDP operated in North Korea with inappropriate

staffing, questionable use of foreign currency instead of

local currency, and insufficient administrative and fiscal

controls. ... . ... 2
2. By preventing access to its audits and not submitting to

the jurisdiction of the U.N. Ethics Office, UNDP impeded

reasonable oversight and undermined its whistleblower

Protections. . ......... ... 3
3. In 2002, the DPRK government used its relationship with

the United Nations to execute deceptive financial

transactions by moving $2.72 million of its own funds

from Pyongyang to DPRK diplomatic missions abroad

through a bank account intended to be used solely for

UNDP activities and by referencing UNDP in the wire

transfer documents. .......... ... ... ... ... ... 4
4. UNDP transferred U.N. funds to a company that, according

to a letter from the U.S. State Department to UNDP, has ties

to an entity involved in DPRK weapons activity. .. ... .. 5

III. REPORT RECOMMENDATIONS .................... 6
1. UNDP should provide U.N. member states with unfettered
access to financial and management audit reports about
UNDP activities, including providing timely copies of
such reports and allowing U.N. member states to make

audit informationpublic. .............. ... ... ... ... 6
2. UNDP should ensure that whistleblowers do not face

retaliation for reporting irregular or improper conduct. .. 6
3. UNDP should take steps to ensure that its name and

resources are not used as cover for non-U.N, activities. .. 7

4. Prior to making payments to a vendor, UNDP should take
steps to ensure that the vendor is not associated with illicit
ACHVILY. . oottt 7



V.

VL

BACKGROUND ................. e
A. The United Nations Development Program ..............
B. UNDP Development Strategies and Challenges . ..........
C. UNDP Field Offices ........cvvniiiirnininniiinean
D. UNDP Rules, Agreements, and Best Practices . ...........
E. Withdrawal From NorthKorea ........................

MANAGEMENT AND OPERATIONAL DEFICIENCIES
OF THE UNDP PROGRAM IN NORTH KOREA ........
A. UNDP Staffing Deficiencies in North Korea .............
I. Useof DPRK Officials ..................... ... ..
2. Use of Foreign Currency in Lieu of Local Currency .. ..
3. DPRK Monitoring of UNDP Communications and
Personnel ....... ... i
B. UNDP Fiscal Controls ................c.o ..
1. UNDP Banking Transactions ......................
2. Cash Disbursements to North Korean Nationals .......
C. UNDP Development Projects in North Korea ............
D. Program Oversight and Accountability .................
I. Project Monitoring ........... ... .ccoiiiiiiiii..
2. Adequacy of Internal Audits .......................
3. AccesstoInternal Audits ......... ... .. ... . oL
4. UN Ethics Policy and Whistleblower Protections ... ...
E. Analysis .. ...oovrn i i e

THE DPRK USED ITS RELATIONSHIP WITH THE
UNITED NATIONS TO EXECUTE DECEPTIVE
FINANCIAL TRANSACTIONS . ... ... . . i,
A. Summary of Nine Transfers Totaling $2.72 Million........
B. IFTJandBancoDeltaAsia ................. ...\,
1. IFTJT and Its Relationship With North Korea ..........
2. BancoDeltaAsia............. oot
C. Wire Transfer Documentation . ...............covvuen...
D. Actions Taken to Disguise Transfers ...................
1. North Korea Confirmed Transfers Had No Connection to
UN ACHVILY ..o e
2. Reference to UNDP in Wire Transfers ...............
3, Involvementof IFTJ ...... ... ... .. .. .. ... . ..
4, ReferencetoRealEstate ........... ... ... ... ..
E. Analysis ... ...t e



322

VII. TRANSFERS OF U.N. FUNDS TO A COMPANY THAT,
ACCORDING TO THE U.S. STATE DEPARTMENT,
HAS TIES TO AN ENTITY INVOLVED IN DPRK
WEAPONS ACTIVITY ... ... i
A. UNDPand Zang Lok .......... ... ... . ... .. ... ..
B. UNDP’s Vetting Procedures ..........................
C. Information Sharing on Vendor Lists ...................

VIII. CONCLUSION ....... ... . i

iti



323

UNITED NATIONS DEVELOPMENT PROGRAM:
A CASE STUDY OF NORTH KOREA

January 24, 2008

I. INTRODUCTION

In March 2007, the United Nations Development Program (UNDP)
suspended its operations in the Democratic People’s Republic of Korea
(DPRK), commonly known as North Korea. This unprecedented step
stemmed from the DPRK’s refusal to agree to UNDP measures to
increase the transparency and accountability of its programs there. This
Report presents evidence obtained by the U.S. Senate Permanent
Subcommittee on Investigations (the Subcommittee) regarding
management and operational deficiencies in the UNDP program in
North Korea. These deficiencies rendered UNDP vulnerable to
manipulation by the North Korean government. Specifically, the
Subcommittee investigation identified deficiencies involving in-
appropriate staffing, questionable use of foreign currency instead of
local currency, and insufficient administrative and fiscal controls. The
Subcommittee investigation also found that, by preventing access to its
audits and not submitting to the jurisdiction of the U.N. Ethics Office,
UNDP impeded reasonable oversight and undermined its whistleblower
protections.

The Subcommittee’s investigation also established that, in 2002,
the DPRK government used its relationship with the United Nations to
execute deceptive financial transactions by moving $2.72 million of its
own funds from Pyongyang to DPRK diplomatic missions abroad
through a bank account intended to be used solely for UNDP activities
and by referencing UNDP in the wire transfer documents.’ Finally, the
Subcommittee obtained evidence that UNDP transferred approximately
$50,000 of U.N. funds to an entity called Zang Lok Trading Co. that a
U.S. State Department official later identified as having “ties to a North
Korean entity that has been designated [by the U.S. Government] as the
main North Korean financial agent for sales of conventional arms,
ballistic missiles and goods related to the assembly and manufacture of
such weapons.” UNDP officials told the Subcommittee that they had no
knowledge of such a connection at the time the payments were made.

! The term “Dollars” and the symbol “$” refer to United States currency.

1
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II. EXECUTIVE SUMMARY

A. SUBCOMMITTEE INVESTIGATION

Since 2004, the Subcommittee has conducted a bipartisan
investigation into evidence of waste, fraud, and abuse in United Nations
programs and operations. The first phase of this investigation examined
the United Nations Oil-for-Food Program and resulted in four
Subcommittee hearings and five staff reports disclosing evidence of poor
management, misconduct, and financial corruption associated with that
program.

In 2007, the Subcommittee commenced an examination into
allegations of mismanagement and misconduct in the operations of the
United Nations Development Program in the DPRK. Over the course of
its investigation, the Subcommittee interviewed dozens of individuals
from agencies in the U.S. Government, including the U.S. Mission to the
United Nations; UNDP and other UN. organizations; the U.S.
Government Accountability Office; U.S. financial institutions; and the
DPRK’s Permanent Mission to the United Nations. Moreover, the
Subcommittee held confidential meetings with sources from within
UNDP and the United Nations. The Subcommittee collected volum-
inous documentation and electronic data from these sources.

The Subcommittee recognizes the privileges and immunities of the
United Nations and appreciates the extent of its voluntary cooperation
with our inquiry, including significant and detailed formal and informal
briefings provided by U.N. and UNDP personnel. The Subcommittee
also appreciates that DPRK officials agreed to meet with Subcommittee
staff and responded candidly to Subcommittee inquiries about these
matters.

B. REPORT FINDINGS

Based upon its investigation into the United Nations Development
Program operations in North Korea, the Subcommittee staff makes the
following findings.

1. UNDP operated in North Korea with inappropriate
staffing, questionable use of foreign currency instead of
local currency, and insufficient administrative and
fiscal controls.

Evidence obtained by the Subcommittee, including UNDP audits,
witness interviews, and other relevant records, establishes management
and operational deficiencies in the UNDP program in North Korea,
including practices inconsistent with U.N. and UNDP standard operating
procedures and best practices. Specifically, the Subcommittee found
that: (1) UNDP’s DPRK office was staffed in large part with North
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Korean nationals who were selected by the DPRK, contrary to UNDP
policy; (2) UNDP paid the salaries of local staff directly to the North
Korean govemnment without any way of verifying that the salaries were
properly disbursed and despite UNDP’s suspicion that the DPRK was, in
the words of one UNDP official, “skimming” money from the payments;
(3) UNDP paid salaries and other expenses in convertible currencies,
such as U.S. Dollars or Euros, rather than in the local currency, contrary
to U.N. best practices; (4) UNDP was required to conduct its financial
transactions using a DPRK state bank that accepted paperwork only
from DPRK personnel, sometimes routed UNDP funds through an
unrelated bank account, and, until recently, refused to provide UNDP
with copies of cancelled checks; and (5) UNDP was allowed to conduct
on-site project visits only with prior notice and in the company of North
Korean officials, contrary to UNDP best practices. The Subcommittee
also learned that the UNDP office in Pyongyang operated without secure
communications, and the regime routinely monitored U.N. activity,
going so far as to enter and search private residences of U.N. personnel.

In addition, a Subcommittee review of a UNDP internal audit
revealed that nearly half of UNDP projects in the DPRK were conducted
under a National Execution Strategy that ostensibly required direct
payments to the host government for the implementation of UNDP
projects. The Subcommittee learned, however, that by agreement with
North Korea, UNDP maintained control of most of the projects’
financing and management. UNDP officials explained to the
Subcommittee that, by directly controlling funds that were ostensibly
slated to be managed nationally, UNDP accomplished two objectives: it
respected sensitivities about national sovereignty and formal control
over projects within a country’s borders, and it executed the projects
using UNDP management and controls. In the case of the UNDP
program in North Korea, however, this strategy also led to confusion
over the amount of direct payments actually made to North Korea. In
sum, UNDP operations in North Korea were carried out under
significant constraints that undermined its standard administrative,
fiscal, and program controls.

2. By preventing access to its audits and not submitting to
the jurisdiction of the U.N. Ethics Office, UNDP
impeded reasonable oversight and undermined its
whistleblower protections.

UNDP commissioned four audits of its North Korean operations,
in 1999, 2001, 2004, and 2007. Problems were identified in all four
audits. The first three audits were nonpublic and, in accordance with
UNDP policy, unavailable for review even by nations serving on the
UNDP Executive Board. After repeated requests, UNDP made an
exception to this policy and, in 2007, showed the audit reports to the
U.S. Mission to the United Nations, whose personnel were allowed to

3
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read but not copy them. The Subcommittee obtained copies from other
sources and found the audits to be of great assistance in examining
UNDP operations in North Korea. UN. member states that are denied
access to U.N. audits are denied relevant and timely information about
program operations and have few alternative means of ensuring that
U.N. contributions are being spent properly. Had UNDP audits of its
North Korean operations been contemporaneously available for review
by members of the UNDP Executive Board, the Board members could
have evaluated the practices and determined what actions to take, if any,
to address concerns. UNDP’s Administrator has recently submitted a
proposal to the Executive Board to give Board members routine access
to future UNDP audits by allowing the audit reports to be reviewed but
not copied.

Beginning in 2005, Artjon Shkurtaj, then Operations Manager of
the UNDP office in Pyongyang, raised concerns about management and
operational deficiencies in UNDP operations. After raising these
concerns, Mr. Shkurtaj’s UNDP employment contract was not renewed.
He then filed a complaint with the UN. Ethics Office claiming that
UNDP had retaliated against him. The U.N. Ethics Office, which was
created by UN. Secretary General Kofi Annan in January 2006, was
intended to apply U.N.-wide ethics rules. In August 2007, however, the
Ethics Office determined that, although Mr. Shkurtaj had established “a
prima facie case of retaliation,” it lacked jurisdiction to decide his claim
and could protect only whistleblowers within the U.N. Secretariat.
UNDP declined a request by the Ethics Office that it voluntarily submit
the Shkurtaj matter for an Ethics Office review, later forming an ad hoc
review team and referring the matter to that team. UNDP actions and
the Ethics Office decision have undermined confidence among U.N.
employees that UN. whistleblowers who speak out about U.N. misman-
agement will be protected from retribution. In November 2007, the U.N.
Secretary-General issued a bulletin requiring each UN. agency to
establish its own ethics office or submit to the jurisdiction of the Ethics
Office within the Secretariat.

3. In 2002, the DPRK government used its relationship
with the United Nations to execute deceptive financial
transactions by moving $2.72 million of its own funds
from Pyongyang to DPRK diplomatic missions abroad
through a bank account intended to be used solely for
UNDP activities and by referencing UNDP in the wire
transfer documents.

The Subcommittee gathered evidence that, over a six-month period
in 2002, the North Korean government used the cover of the UNDP’s
presence in the DPRK to move $2.72 million of its own funds out of
North Korea. The evidence, which includes wire transfer and other
documentation from U.S. and foreign financial institutions, indicates that

4
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the North Korean government transferred the money from Pyongyang to
its diplomatic missions abroad via a circuitous route involving a bank
account reserved for UNDP funds at the DPRK state-owned Foreign
Trade Bank (FTB) and a Chinese company known as the International
Finance and Trade Joint Company (IFTJ), which acted as a conduit for
the North Korean funds. Each transaction moved funds from the FTB
bank account to an IFTJ account at a bank in the Chinese administered
territory of Macau, and from there to DPRK diplomatic missions in the
United States and Europe. Each of the wire transfers referenced UNDP.
UNDP has stated that these transactions were wholly unrelated to its
development projects, and North Korean officials have confirmed that
the funds originated with the DPRK Ministry of Foreign Affairs and
were not related to the UNDP.

By routing its funds through a bank account reserved for UNDP
development funds, the North Korean government made a concerted
effort to conceal the movement of its funds out of North Korea and into
western financial institutions. North Korean officials explained to the
Subcommittee that these transfers occurred soon after U.S. President
George Bush’s 2002 State of the Union address in which he described
North Korea as part of an “axis of evil.” North Korean officials told the
Subcommittee that they expected sanctions against their country would
be tightened and were concerned that their wire transfers would be
barred or frozen. They told the Subcommittee that the Ministry of
Foreign Affairs identified the UNDP-related account as a more secure
channel to fund their embassies abroad.

4. UNDP transferred U.N. funds to a company that,
according to a letter from the U.S. State Department to
UNDP, has ties to an entity involved in DPRK weapons
activity.

UNDP regularly made payments to contractors on behalf of other
U.N. agencies operating in North Korea. During the course of its
investigation, the Subcommittee learned that payments on behalf of
other U.N. agencies ~ totaling approximately $50,000 — were made to an
entity named Zang Lok Trading Co. in Macau. According to a letter
dated June 7, 2007, to UNDP from the U.S. Permanent Mission to the
United Nations, Zang Lok “has ties to a North Korean entity that has
been designated [by the U.S. Government] as the main North Korean
financial agent for sales of conventional arms, ballistic missiles and
goods related to the assembly and manufacture of such weapons.”
UNDP maintains that it does not know, and has no way of knowing,
whether Zang Lok is connected to North Korean weapons sales.
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III. REPORT RECOMMENDATIONS

Based upon its investigation into United Nations Development
Program operations in North Korea, the Subcommittee staff makes the
following recommendations.

1. UNDP should provide UN. member states with
unfettered access to financial and management audit
reports about UNDP activities, including providing
timely copies of such reports and allowing U.N. member
states to make audit information public.

Many of the Subcommittee’s findings are drawn from an extensive
analysis of three nonpublic audits of UNDP’s DPRK operations
conducted in 1999, 2001, and 2004, as well as a publicly available audit
conducted in 2007. UNDP’s practice has been to provide its Executive
Board members with little more than annual reports that contain broad-
brush overviews of its activities and expenditures and few, if any,
specific analyses of development programs within particular countries.
UN. member states, including UNDP donors and recipients, need
periodic, written program assessments to ensure that U.N. development
aid is being used properly. UNDP regularly advocates transparency and
accountability to the nations it seeks to assist; it should practice the same
principles within its own organization. UNDP should approve a pending
proposal to grant routine access to UNDP Executive Board members to
UNDP audit reports, and should broaden the proposal to allow access to
past audit reports, photocopying of the reports, and release of audit
information to the public, absent exceptional circumstances. In addition,
both Congress and the U.S. State Department should continue to press
for routine access to all U.N. audit reports and the ability to release audit
information to the public.

2. UNDP should ensure that whistleblowers do not face
retaliation for reporting irregular or improper conduct.

The facts presented in this Report might not have come to light
absent the actions of a UNDP official, Artjon Shkurtaj, who repeatedly
raised concerns about UNDP practices in North Korea. Rather than
supporting Mr. Shkurtaj, UNDP declined to renew his employment
contract. When he filed a complaint alleging retaliation, UNDP declined
to submit voluntarily to an Ethics Office review, later referring the
matter to an ad hoc review team that is now considering it. While the
U.N. Secretary-General recently announced a new effort to strengthen
whistleblower protections across the United Nations, that effort is in the
early stages and has been the subject of some criticism. U.N. personnel
should be able to blow the whistle on waste, fraud, or abuse without fear
of retribution. Both Congress and the U.S. State Department should
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continue to press for the implementation of strong whistleblower
protections at the UNDP and throughout the United Nations.

3. UNDP should take steps to ensure that its name and
resources are not used as cover for non-U.N. activities.

North Korea’s misuse of a bank account established for the sole
purpose of receiving and disbursing UNDP development funds on U.N.
projects is disturbing. UNDP asserts that it has accounted for all UNDP
funds deposited into the account, that it had no knowledge of non-UNDP
funds being deposited into the account, and that it had no way of
knowing of any misuse of the account since the account was under the
sole control of North Korean officials. To prevent similar misconduct in
the future, UNDP should require the host country to establish a bank
account designated for exclusive use on UNDP development projects,
prohibit the deposit of any other funds in the account, and mandate, as a
condition precedent for the receipt of development aid, that the host
country designate UNDP as a secondary account signatory and authorize
the financial institution to grant UNDP access to all account
documentation so that UNDP can monitor the account activity. Both
Congress and the U.S. State Department should press UNDP to take
these steps.

4. Prior to making payments to a vendor, UNDP should
take steps to ensure that the vendor is not associated
with illicit activity.

It is troubling that UNDP paid U.N. funds to an entity that was
later reported by the U.S. State Department to be connected to weapons
proliferation activity. To be clear, UNDP appears to have made the
payments unwittingly, the amounts of money were relatively small, and
the payments were made on behalf of other U.N. agencies operating in
North Korea at the time. Nevertheless, additional steps could and should
be taken to prevent payments to entities associated with illicit activity.
One step would be for the United Nations to take advantage of data that
it has compiled on suspect entities as part of ongoing efforts to combat
weapons and drug trafficking, terrorism, the sex trade, and money
laundering, and improve the systems that U.N. agencies use to screen
potential vendors. Improved data-sharing would strengthen the UN.’s
ability to avoid making payments to wrongdoers. In light of the high
potential for abuse that exists when U.N. agencies operate in unstable,
corrupt, or repressive countries, both Congress and the U.S. State
Department should press the United Nations to strengthen systems that
could be used by all UN. Funds and Programs to determine whether
potential vendors are associated with illicit activity.



330

IV. BACKGROUND

A. THE UNITED NATIONS DEVELOPMENT PROGRAM

The United Nations Development Program is the largest
development agency in the United Nations system. Its m1ss10n is to
channel and fund structural assistance to the developing world.” UNDP
is dedicated to building democratic societies, reducing poverty,
preventing crises, assisting in crisis recovery, protecting the
environment, and curbing the AIDS epidemic around the world.
Currently, UNDP is on the ground with 7,000 staff members in 166
countries.> About 75 percent of this staff is m the field and a majority of
the field staff serves in their home countries.*

UNDP does not fall under the jurisdiction of the U.N. Secretariat,
but instead is one of the U.N. Funds and Programs. Funding for UNDP
is made up of voluntary contributions from participating countries. In its
2006 Annual Report, UNDP reports that more than 60 percent of its
regular resources came from six countries - the Netherlands Sweden,
Norway, the United States, the United Kingdom, and Japan

The UNDP annual budget now totals about $5 billion. In addition,
UNDP manages another $4 billion in development aid for other U.N.
agencies and donor programs. In 2005, U.S. contributions to the UNDP
totaled $247 million, which included $105 million towards the core
budget, as well as $142 million for specific projects. The $105 million
contribution represented 11.4 percent of UNDP’s core budget.®

Since 1994, Federal law has required the United States to decrease
its contribution to UNDP by a percentage equivalent to the percentage of
UNDP’s total budget represented by its expenditures in North Korea.”
To implement this statutory requirement, Congressional practice has
been to reduce the total amount of funds appropriated to UNDP by the
percentage of UNDP spending in North Korea.

2 UNDP, About UNDP, http://www.undp.org/about/.

3 UNDP and DPRK, Informal Briefing Note for Subcommittee Investigators, Background on
UNDP, November 12, 2007 (on file with the Permanent Subcommittee on Investigations).
Making Globalization Work for All, United Nations Development Program Annual Report 2007
at 3, hitp//www.undp.org/publications/annualrepori2007/JAR07-ENG.pdf (“UNDP  Annual
Report 20077).

*1d.
 UNDP Annual Report 2007 at 43. These 2006 figures were as of May 2007.

¢ U.S. Office of Management and Budget, Report on U.S. Contributions to the United Nations
System, July 31, 2006. Beyond direct contributions to the core budget of UNDP, the United
States also contributes to numerous funds and programs that are managed by UNDP and
included in its aggregate budget numbers. This is due to the fact that UNDP plays a central role
in coordinating and distributing U.N. funding within the framework of the “One U.N.” system.

7 Foreign Assistance Act of 1961, 22 U.S.C. 2227, Sec. 307 (1961).

8
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Kemal Dervis is the UNDP Administrator and the third highest-
ranking U.N. official after the Secretary-General and Deputy Secretary-
General.® The Associate Administrator of UNDP is Adrianus Melkert.”
UNDP is governed by an Executive Board comprised of 36 countries,
whose membership rotates biannually.'® The UNDP Executive Board
adopts decisions by consensus instead of by a vote of the member
states.'! This system of consensus decision-making is meant to promote
involvement of all the Executive Board members, although aligning the
interests of such diverse countries can be difficult."”

In response to Subcommittee inquiries, UNDP has estimated that,
from 1995 to 2005, UNDP spent a total of about $33.5 million in North
Korea. Of that figure, approximately $6 million was spent on UNDP
office, staff, and operating expenses, including roughly $100,000 per
year in payments to local staff and contractors, and $500,000 per year
spent on rent, office supplies, transportation, employee compensation,
and other expenses. An ongoing external audit is expected to refine
these estimates. In addition, the UNDP office in North Korea made
payments and provided administrative support on behalf of other U.N.
Funds and Programs operating in North Korea including the United
Nations Population Fund and United Nations Office for Project Services,
among others. Total expenditures by all U.N. agencies in North Korea ~
excluding the World Food Program — during the same ten-year
timeframe have been estimated at roughly $200 million.

B. UNDP DEVELOPMENT STRATEGIES AND CHALLENGES

In UNDP, the development goals for a particular country are
established by the Administrator and his staff, who identify and
prioritize the needs of the host country. Development plans are then
drafted and periodically revised. The final plans are executed in the host
nations by UNDP’s local offices.”®

8 UNDP, Who We Are and What We Do, Biography: Kemal Dervis, UNDP Administrator,
http://www.undp.org/about/bio] shtmi.

® UNDP, Who We Are and What We Do, Biography: Ad Melkert, UNDP Associate
Administrator, hitp://www.undp.org/about/melkert.shtmi.

10 UNDP, Executive Board, http://www.undp.org/execbrd/. The members in 2007 were Algeria,
Angola, Benin, Central African Republic, Malawi, Senegal, Somalia, Uganda, Bangladesh,
Bhutan, China, DPRK, India, Kazakhstan, Pakistan, Antigna and Barbuda, Ecuador, Guatemala,
Guyana, Jamaica, Belarus, Serbia, Russian Federation, Ukraine, Belgium, Canada, Demark,
Gemmany, Greece, Italy, Japan, Norway, Portugal, Spain, United Kingdom, and United States.

' UUNDP, Executive Board, Decisions of the Executive Board, http://www.undp.org/exechrd/-
decisions.shtl.

2 UNDP, Newsroom, Kemal Dervig — Annual Session of the UNDP/UNFPA Executive Board,
June 18, 2007, http:/content.undp.org/go/newsroom/2007 june/statement-by-kemal-dervi-on-
the-occasion-of-the-annual-session-of-the-undp-unfpa-executive-board.en.

1 Subcommittee interview of UNDP officials, October 31, 2007, and November 2, 2007.

9
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UNDP executes development projects through one of two modes:
the Direct Execution Strategy (DEX) or the National Execution Strategy
(NEX). Under DEX, UNDP directly funds and manages the projects,
maintains control over the expenditure of project funds, hires
contractors, and exercises oversight over all project aspects.14

In contrast, the NEX strategy is intended to empower the host
country to take the lead on the development projects, with UNDP acting
in a funding and monitoring capacity. Under NEX, the host country
establishes a mirror agency to work directly with UNDP. This agency
establishes a bank account into which UNDP deposits funds for the sole
purpose of implementing development projects. Under NEX, the host
country manages the projects, and UNDP retains only a limited measure
of control through regular project monitoring and careful review of
project expenses and receipts.’’

Both the DEX and NEX approaches have merits and drawbacks in
terms of promoting human development in host nations. It is axiomatic
that UNDP operates in countries that face development challenges.
These challenges can include weak management, bureaucratic
inefficiency, underdeveloped economic and financial infrastructure, and
endemic corruption. If the DEX strategy is used, UNDP retains control
over most of the assets it expends in the host nation, and the possibility
that projects will be mismanaged due to local problems is reduced.
Nevertheless, DEX arguably reduces UNDP’s ability to promote
capacity development in the host country because local government
agencies are denied the opportunity to learn valuable administrative and
developmental skills. With NEX, capacity development opportunities
are increased, but at the cost of increased risk of mismanagement by the
host nation.'®

In some countries, UNDP has developed what it terms a “hybrid”
approach in which development projects are categorized as NEX
projects, meaning the host country takes the lead on the projects, but
under arrangements reached between the host country and local UNDP
office, UNDP personnel retain major management and financing
responsibilities. UNDP explained to the Subcommittee that this hybrid
approach accomplishes two objectives: it respects sensitivities about
national sovereignty and formal control over projects within a country’s
borders, and it allows UNDP to provide major assistance to a host
country using UNDP management capabilities and controls. In North
Korea, UNDP employed a mix of the DEX, NEX, and hybrid
approaches.

.
Y.
1.

10
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C. UNDP FIELD OFFICES

UNDP field offices are generally headed by a Resident
Representative responsible for coordinating the UNDP’s programs in the
host country. Second in command is usually the Country Director. Two
additional key senior positions in UNDP field offices are typically the
Senior Program Advisor, who is responsible for managing and
monitoring UNDP projects in the host country, and the Operations
Manager, who is responsible for conducting the office’s day-to-day
administrative, financial, and security tasks.'” The Operation Manager’s
responsibilities typically include cash management, such as handling
banking transactions, keeping a ledger, and paying expenses.18 These
senior positions are typically filled by permanent UNDP employees who
are often from outside the host country.19

UNDP opened its office in North Korea in 1981. UNDP’s focus in
the DPRK was on improving food production and economic and
environmental management through workshops and study tours.?’
UNDP maintained a single field office in the capital city of Pyongyang.
UNDP employees or contract personnel held the most senior positions,
while local North Korean nationals held the remaining administrative,
clerical, development, and other positions. The DPRK government did
not permit UNDP to hire local staff directly from the local labor supply
to fill available positions in its office.”’ Instead, UNDP was required to
use DPRK government officials selected by the DPRK regime. %

The local officials who worked in the UNDP office in Pyongyang
came primarily from the DPRK Ministry of Foreign Affairs or its
subdivisions and retained their affiliation with the ministries that
employed them. UNDP did not execute employment contracts with
these individuals and did not conduct performance reviews of their
work.”? These local officials filled the following administrative and
operations positions:  National Officer, Finance Officer, Registry
Assistant, RC Assistant, Administrative Assistant, IT/LAN manager,

7 UNDP Office in Democratic People’s Republic of Korea (DPRK), Limited Scope Audit,
OAPR 51 (2004). This is referenced throughout the Report as the “2004 audit.”

' UNDP, Leaming by User Role, Operations Manager — OnDemand Curriculum,
http://ondemandweb.undp.org/OnDemandProduction/OnDemandWebPortal/UserRole-
OperationsManager.shtml.

% Subcommittee interview of UNDP officials, October 31, 2007, and November 2, 2007.

* UNDP, North Korea, UNDP, and DPR Korea, http:/www.undp.ore/dprk/.

*1 2004 audit at 51.

22 Report of the Board of Auditors on the Special Audit requested by the ACABQ into activities
of UNDP, UNFPA, UNOPS, and UNICEF in the Democratic People’s Republic of Korea

(DPRK) at 924, May 31, 2007. This is referenced throughout the report as the “2007 external
audit.”

BId at 2.

11
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PSU Assistant, gardener, drivers, cleaner, and cook. In addition, they
filled several project positions such as Environment Focal Point, AREP
Focal Point, AREP Assistant, AREP gardener, drivers, cleaner, and
cook.”* Figure 1 below is an organizational chart, taken from a 2004
audit report examining the North Korean office, that shows the available
office positions and those filled by DPRK officials.

2 {JNDP DPR Korea List of International Staff: 1995-present.

12
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D. UNDP RULES, AGREEMENTS, AND BEST PRACTICES

UNDP activities worldwide are governed by a complex patchwork
of inter-related rules, agreements, and best practices. One key source of
UNDRP rules is a document called the “Internal Control Framework for
UNDP Offices” issued by the UN. Office of the Comptroller, located
within the U.N. Bureau of Management. These rules delineate practices
to be followed by every UNDP office on such matters as hiring, staffing,
accounting, cash management, contracting and procurement, and project
management. In addition, UNDP offices are bound by the UNDP
Personnel Manual and the UNDP Financial Manual, which regulate
staffing and finances procedures, respectively.

Although these and related materials provide detailed guidance and
restrictions for UNDP field offices, they do not cover all of the specific
situations that arise in the countries where UNDP operates. To address
specific concerns and individual variations in practice, UNDP typically
executes a Standard Basic Assistance Agreement (SBAA) with the host
government in each country in which it operates.

In the case of North Korea, the UNDP and DPRK government
entered into an SBAA in 1979. The North Korean SBAA speaks in
broad terms about the obligations of the parties on issues related to local
staffing, project monitoring, and UNDP personnel’s living and working
arrangements within the DPRK. The SBAA agreement does not,
however, address some of the key matters at issue in this Report. For
example, it does not address how local UNDP staff were to be selected
or what currency should be used in UNDP operations, noting only that
the DPRK government was obligated to provide UNDP a “lump sum
mutually agreed between the Parties to cover” various expenditures.

In the absence of express SBAA provisions, over the years, UNDP
reached a series of ad hoc arrangements with the DPRK government to
address various issues. Some of these arrangements were described in
internal UNDP memoranda; others were never committed to paper. For
example, the two parties agreed informally that the UNDP would use
DPRK government officials to serve as its local staff in the Pyongyang
office, without entering into a formal written agreement on how the
arrangement would work. The parties also agreed to certain currency
and banking practices that changed over time, often as a result of
requests made by the DPRK government. These practices were also not
the subject of formal agreements.

Some of the UNDP arrangements were apparently unique to North
Korea, responding to the country’s isolated status, unusual governance
and economic infrastructure, and use of one of the few currencies in the
world that is not convertible to any foreign currency. By 2006, UNDP

14
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in North Korea operated under a mix of the standard rules set forth in
UNDP internal control, personnel, and finance publications; the
obligations set forth in the North Korean SBAA; and the ad hoc
arrangements, often unwritten, that had evolved over the more than 25
years that UNDP operated in the country.

To test adherence to its rules and best practices, UNDP
periodically conducts audits of its field operations. In North Korea,
audits were performed in 1999, 2001, 2004, and 2007.% The reports
from the first three audits were nonpublic documents and, in accordance
with UNDP policy, were made available only to UNDP management
personnel. Until 2007, these audit reports were not provided to or
reviewed by UNDP Executive Board member states. The fourth audit,
which was commissioned after allegations of mismanagement appeared
in the press, was released to both the Executive Board and the public.
All four audits identified management and operational practices in North
Korea that did not adhere to UNDP rules and best practices.

E. WITHDRAWAL FROM NORTH KOREA

In 2005, Artjon Shkurtaj, an Albanian national who had worked
periodically as a contractor on various UNDP projects, was hired to
serve as the Operations Manager of the UNDP office in North Korea.
Beginning in March 2005, he described what he perceived to be
management and operational deficiencies in the North Korean
operations in a series of emails sent to his superiors over a period of
months. He later reported his concerns to the UNDP Office of Audit
and Performance Review, and to the Under-Secretary-General of the
United Nations for Management. In May 2006, Mr. Shkurtaj spoke
privately about his concerns with Ambassador Mark Wallace of the U.S.
Permanent Mission to the United Nations.

Ambassador Wallace sought additional information about the
North Korean operations from UNDP, exchanged a series of letters with
UNDP senior administrators, and raised management and operational
concerns with the UNDP Executive Board. In March 2007, in an
unprecedented action, UNDP suspended its operations in North Korea
and informed the DPRK government that it would be unable to continue
operating in the country unless, among other steps, the DPRK
government agreed to accept all UNDP payments using the North
Korean local currency, permitted UNDP to select the local staff who

6 The audits were the UNDP Office in Democratic People’s Republic of Korea (DPRK),
Limited Scope Audit, OAPR (1999); UNDP Office in Democratic People’s Republic of Korea
(DPRK), Limited Scope Audit, OAPR (2001); and UNDP Office in Democratic People’s
Republic of Korea (DPRK), Limited Scope Audit, OAPR (2004). They are referenced
throughout this Report as “1999 audit,” “2001 audit,” and “2004 audit.” The Report of the
Board of Auditors on the Special Audit requested by the ACABQ, May 31, 2007 (2007 extemnal
audit).

15
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would work in its offices, and ensured on-site project inspections would
take place without delays‘27 North Korea declined to agree to these
changes in UNDP operations within the country, and negotiations over
these and other matters broke down. In April 2007, UNDP withdrew its
staff from North Korea and closed its office in Pyongyang.

V. MANAGEMENT AND OPERATIONAL
DEFICIENCIES OF THE UNDP PROGRAM IN
NORTH KOREA

The Subcommittee investigation revealed deficiencies in staffing,
fiscal controls, security, and program oversight that ultimately rendered
UNDP operations in North Korea vulnerable to manipulation and
misuse.

A. UNDP STAFFING DEFICIENCIES IN NORTH KOREA

The Subcommittee identified three staffing deficiencies in UNDP’s
DPRK operations, relating to the hiring of local staff, the payment of
their salaries and expenses with foreign currency, and associated
security concerns.

1. Use of DPRK Officials

UNDP maintained a single office in North Korea, located in the
nation’s capital, Pyongyang. In keeping with UNDP’s standard practice
in other host countries, its office was staffed by a mix of international
personnel selected by UNDP and local North Korean nationals.

UNDP’s relationship with its local DPRK staff, however, did not
comport with UNDP’s standard practice. For instance, UNDP did not
have the option of selecting local staff required to carry out its projects
and conduct its day-to-day business in North Korea.?® Instead, UNDP
was required to use DPRK government personnel who were selected by
the DPRK regime and assigned to UNDP for a period of time. These
local officials came primarily from the DPRK Ministry of Foreign
Affairs or its subdivisions and retained their affiliation with the
ministries that employed them. Moreover, contrary to its established
practices, UNDP did not execute employment contracts with these
individuals and did not conduct performance reviews of their work.”

%7 Report of the First Regular Session of 2007 of the UNDP Executive Board (April 2007 report
describing the Yanuary 2007 session), §933-42 available at hitp//www.undp.org/-exechrd/pdf/dp07-
15¢.pdf.

22004 audit at 51.

»Id. at 6.
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UNDP has advised the Subcommittee that its Executive Board was
fully apprised of this situation, and that all multilateral organizations
operating in North Korea were required by the DPRK to use North
Korean officials for their local staff.’® The 2001 annual report to the
Executive Board, for example, explicitly notes this practice and
describes it as representing a continuing challenge.”’ UNDP explained
further that it had agreed to this practice in North Korea because the
North Korean economy did not include private employment, there was
no labor pool of persons available for private hire, and North Korean
citizens were normally assigned to their work by the government.

UNDP made these same arguments to the auditors that conducted
an extensive review of its operations in North Korea in 2007. The 2007
external audit, however, concluded that the UNDP staffing practices in
North Korea were “contrary to relevant instructions and procedures.”32
The audit determined that UNDP rules require UNDP field offices to
select the local staff and to conduct performance reviews of their work.”
Moreover, after North Korea declined to accept a change in practice to
allow UNDP more control over the local staff hiring process, the UNDP
Executive Board determined that UNDP had to withdraw from North
Korea. This decisive action indicates that, when the staffing issue was
brought to the attention of the Executive Board, it viewed DPRK control
over UNDP local staff hiring decisions to be inconsistent with UNDP
rules and best practices.

2. Use of Foreign Currency in Lieu of Local Currency

According to UNDP, “no DPRK local personnel were ever
employed by UNDP or the UN. system in DPRK.”* UNDP
nevertheless made salary payments for the services provided by the
North Korean officials assigned to its Pyongyang office. UNDP sent

% Subcommittee interview of UNDP officials. See also 2007 external audit at 17.
312007 external audit at 24 (citing 2001 audit).

32 Id. at §17. Despite this unambiguous conclusion, the audit presented a mixed picture of the
relevant UNDP rules on staff recruitment. It noted, for example, that the 1979 Standard Basic
Assistance Agreement signed by UNDP and North Korea does not designate the procedure for
local employment. [t cited an unsigned “service agreement” between UNDP and the North
Korean government dated February 10, 1981, for describing the formal practice and procedures
for employing local staff. It also referenced the UNDP Personnel Manual. The audit report
identified three specific deficiencies in the local staff recruitment practices used in North Korea:
(i) the DPRK appointment of only one candidate for a job where UNDP would require a list, (ii)
the lack of letters of appointment, and (iii) the lack of appropriate documentation for these
employees, The audit report also acknowledges, however, that the UNDP Personnel Manual
does not specifically address the situation faced by UNDP’s Pyongyang office.

¥

3 UNDP Management Response to the Special Audit of the United Nations Operations in the
Democratic People’s Republic of Korea (UNDP Management Response to 2007 audit),
Comment 22, June 1, 2007.
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these salary payments, not to the individuals doing the work, but directly
to the DPRK government using “manual cheque payments.”35 Meal
allowances were also provided by UNDP using a financial mechanism
knowzryl6 as a “cash-check” made out to the individual entitled to the
meal.

The UNDP practice worldwide is to pay local salaries and
expenses with local currency.37 But in North Korea, UNDP (and all
other UN. agencies) paid local staff salaries and expenses with
convertible currency, using the “convertible Won,”38 U.S. Dollars, or
Euros, depending upon the year.” UNDP officials advised the
Subcommittee that payments were made with these convertible
currencies, rather than the local currency, even after the UNDP office
suspected that the DPRK regime was not forwarding all of the payments
to the local staff, but — in the words of one UNDP official — was
“skimming” from the payments and providing the local officials with
significantly less that the listed amounts.*’

The 2007 external audit of UNDP operations in North Korean
determined that, “[i]n respect to foreign currency transactions, local
payments made in foreign currencies were without requisite
authority....”*' 1In its response to the audit, UNDP disagreed, stating,
“The authority to approve Financial Regulations is vested solely in the
Executive Board of UNDP. The UNDP Financial Regulations and Rules
do not contain a stipulation on the utilization of currencies.”**

In addition, UNDP told the Subcommittee that paying in local
currency could be costly. If all payments in North Korea were made in
local currency, UNDP explained that it would be required to routinely
exchange convertible currency for the local North Korean Won at
inflated conversion rates set by the North Korean government. UNDP
notes that, during the relevant time period, the exchange rate set by the
North Korean government was roughly 150 Won to the Dollar, but that
the more accurate exchange rate was 3,000-4,000 Won to the Dollar.
According to UNDP, payments in convertible currency eliminated the

#2007 external audit at J36.

3 According to UNDP, a “cash-check” is not written out to “cash,” but rather is written to an
individual or other entity. The check addressee could then endorse the check to a third party who
could cash it at the North Korean-owned Foreign Trade Bank where the UNDP had its accounts.

37 Subcommittee interview of UNDP officials, October 31, 2007, and November 2,2007.

*® “Convertible Won” describes currency designated by the North Korean government to be
exchanged for foreign currency; the local currency was not convertible.

%% 2007 external audit at §36.

0 Subcommittee interview of UNDP officials, October 30, 2007.
1 2007 external audit at 7.

2 UNDP Management Response to 2007 audit.
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opportunity for North Korea to improperly profit from inflated exchange
rates and transaction fees. While this analysis provides important
context, the Subcommittee also learned that UNDP had accrued a
significant amount of local Won from payments made by the North
Korean government (known as Government Local Office Contributions,
or GLOC payments), which UNDP could have used to make payments
inside North Korea if North Korea had agreed to accept its own local
currency from U.N. agencies.

As a result of the differing views on using local currency, UNDP
told the Subcommittee that UNDP has since amended its regulations to
permit the head of UNDP to make “the best use of currencies available
to the organization,” in effect leaving the matter to the discretion of the
Administrator, to be delegated as needed.” When the matter was
brought to the attention of the UNDP Executive Board in 2007,
however, the Board concluded that all UNDP payments in North Korea,
whether for local staff or other expenses, should be made using the local
currency. North Korea declined to agree to this change in practice, and
the UNDP Executive Board determined that UNDP had to withdraw
from the country. As with the local staff recruitment issue, this decision
indicates that the UNDP Executive Board viewed the former UNDP
practice to be inconsistent with UNDP rules and best practices.

3. DPRK Monitoring of UNDP Communications and
Personnel

A third staffing issue involves security and communications
concemns presented by operating in North Korea. UNDP security
officers believed that the “government monitor[ed] all correspondence
and [was] reluctant to allow radios and satellite phones.”* Moreover,
the regime apparently entered private residences of the U.N.
international staff to conduct searches when the residents were not
present.” The lack of secure communications, coupled with the
presence of DPRK officials throughout the UNDP office, made it
virtually impossible for UNDP to make any plans or conduct private
conversations without the possibility that the DPRK government was
watching or listening.

Mr. Shkurtaj complained about this problem in a 2005 email to his
superiors, composed and sent from China to avoid monitoring by North
Korean officials:

4 Subcommittee interview of UNDP officials, January 16, 2008.

* Email from UNDP Security Coordination Officer, May 23 2006 (reviewed by Subcommittee
staff in UNDP’s Washington, D.C. Office).

S 1d.
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Basically, the access to safe and reliable communication is
not only becoming a safety issue for UNDP DPR Korea, but
also a major stress-related component. We cannot
communicate in a transparent way what we think as well as
cannot neither dare to write a reasonable email, since our
internal network is managed from a “national staff.”*®

UNDP officials told the Subcommittee that they were aware of the
monitoring and assumed that the security of all North Korean
communications and correspondence was compromised. However,
UNDP took no steps to remedy the matter because of the expense
involved in ensuring secure communications.*’

B. UNDP FISCAL CONTROLS

A second set of deficiencies involves the adequacy of UNDP fiscal
controls in its North Korean operations. Specifically, the Subcommittee
identified deficiencies involving UNDP’s ability to conduct and monitor
its banking transactions in North Korea and its fiscal controls over
disbursements of cash to North Korean nationals.

1. UNDP Banking Transactions

To conduct business in North Korea, UNDP maintained three bank
accounts at the Foreign Trade Bank (FTB), which is owned and
controlled by the DPRK government. One account held nonconvertible
local currency, the North Korean Won. That account was intended to be
used by UNDP to receive GLOC payments and from which UNDP made
rental and utility payments for housing and other local costs. A second
account held “convertible Won™ and was intended to pay travel costs,
salaries to local staff, and office costs. The “convertible Won” account
was funded from a third account, which contained foreign currency.48
The foreign currency account held U.S. Dollars until late 2002 and
Euros thereafter. It was used by UNDP to pay international staff
salaries, rental and consultant costs, and directly attributable project
costs.”® As noted above, however, UNDP’s use of convertible currency
and local currency within North Korea changed over time and did not
appear to be pursuant to any written set of rules or procedures.

Although it maintained three accounts at the bank, UNDP was not
given direct physical access to the Foreign Trade Bank where its
accounts were located. Instead, UNDP was required to use drivers

* Email from Artjon Shkurtaj to UNDP headquarters, September 27, 2005,
“7 Subcomnmittee interview of UNDP officials, October 24, 2007.

“8 2007 external audit at 55.

* Subcommittee interview of UNDP officials, October 31, 2007.

%2007 external audit at 55,
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selected and employed by the DPRK regime to travel to the bank on its
behalf.’!  These drivers then executed the financial transactions
requested by UNDP.* The result was that UNDP personnel were not
physically present when its bank transactions were executed and were
unable to exercise close oversight over these financial transactions.
Moreover, UNDP stated that the FTB refused for many years to provide
UNDP with copies of its cancelled checks, although it provided other
documentary evidence of its bank transactions. In the summer of 2007,
FTB allowed UNDP officials to photocopy cancelled checks dating back
several years.”

According to UNDP, depositing foreign currency into its account
at the FTB in North Korea required use of a financial intermediary in
China. Because FTB did not have correspondent bank accounts with
western financial institutions, UNDP funds were routinely routed
through Banco Delta Asia (BDA), a small, family-owned bank located
in Macau, a special administrative territory of China. The transactions
typically began with UNDP transferring funds from its accounts in
western banks to BDA. BDA then transferred the funds to FTB for
credit to UNDP’s foreign currency account. These transfers are
illustrated in Figure 2. When making direct payments inside North
Korea, UNDP transferred convertible currency (convertible Won, U.S.
Dollars, or Euros, depending on the year) from its FTB account to other
FTB accounts held by North Korean entities.**

Figure 2. Diagram Reflecting UNDP Transfer of
Funds to UNDP’s FTB Account in Pyongyang

' Subcommittee interview of UNDP officials, October 31, 2007, and November 2, 2007.
2.
S

4 Id.; Subcommittee review of records generated by BDA.
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UNDP’s payments from its FTB foreign currency account to
entities outside of North Korea followed a similar route. According to
financial documents reviewed by the Subcommittee, outgoing UNDP
payments, such as transfers to non-North Korean contractors or
suppliers, followed one of two routes. Funds were either transferred: (a)
out of UNDP’s account at FTB through BDA to the ultimate recipient;”
or (b) out of UNDP’s account at FTB to a BDA account held in the
name of a Macanese company, International Finance and Trade Joint
Company (IFTJ), and then from the IFTJ account to the ultimate
recipient.56 These different payments methods are reflected in the
diagram in Figure 3.

Figure 3. Diagram Reflecting Methods of Payment from UNDP
to Entities Outside North Korea

UNDP Payments from FTB Foreign Currency
Account to Entities Outside of North Korea

Route 1

UNDP advised the Subcommittee that, until the Subcommittee
provided copies of the relevant wire transfer documents in 2007, UNDP
had no knowledge that IFTJ had been a party to some of its financial
transactions that moved funds from North Korea.”” As explained below
in Section VL. B.1, evidence gathered by the Subcommittee investigation
indicates that IFTJ was closely intertwined with the North Korean

%5 Appliaation [sic] for Payment Order, Banco Delta Asia S.A.R.L., Beneficiary Sindok Trading
Pte Ltd., Applicant IFTJ on September 9, 2002, in the amount of $229,997.00.

%6 Application for Payment Order, Banco Delta Asia 8.A.R.L., Beneficiary: Delegation Generale
de 12 R.P.D. de Coree de Paris, Applicant: IFTJ on April 10, 2002, in the amount of $300,000.00.

57 Qubcommittee interview of UNDP officials, October 31, 2007, and November 2, 2007.
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government, and served as a conduit for funds transferred from the
DPRK through the DPRK-owned Foreign Trade Bank.

UNDP’s inability to use its own staff to execute its banking
transactions, its inability to obtain copies of its cancelled checks, and the
routing of its outgoing payments through an unrelated bank account
were practices that not only were incompatible with normal banking
practice, but also undermined UNDP’s fiscal controls and ability to
monitor its financial transactions. UNDP’s willingness to operate under
these constraints in North Korea appears inconsistent with UNDP rules
and best practices.

2. Cash Disbursements to North Korean Nationals

The former Operations Manager of the UNDP office in Pyongyang
alleged that the office routinely disbursed large amounts of cash to
unidentified North Korean nationals, in contravention of UNDP rules
and best practices.”® UNDP disputes this allegation, claiming that the
only funds disbursed in cash in North Korea were for amounts of $50 or
less.

The UNDP’s position appears to be at odds with several records
reviewed by the Subcommittee. For example, the minutes of a
December 8, 2005, meeting of the Operations Management Team, which
included all operations chiefs of the various U.N. entities present in
North Korea, contains the following statement:

CASH payments should be eliminated and UN. Agencies
should be allowed to effect payments to third parties
(individuals and/or institutions) in Check or EFT (Bank
Transfer)[.]*

Moreover, a 2006 internal memorandum issued by the UNDP Resident
Representative who headed the Pyongyang office expressed alarm over
the increasing use of cash for payments to unauthorized individuals and

% See, for example, Melanie Kirkpatrick, 4 Whistleblower’s Tale, The Wall Street Journal, July
8, 2007. The article contains the following quotation attributed to Mr. Shkurtaj: “Rule No. 1 in
every UNDP country in the world is that you have to operate in local currency, not in hard
currency ... in order to support the local economy and not devalue or destroy the local currency.
... Every moming from 8 to 10, we would issue checks {in Euros). ... Then the checks, instead
of going directly to the people or institutions by mail ... were given to the driver of our officc
{who would] exchange them into cash [at the Foreign Trade Bank] and come back to the office.
... [At noontime,] North Koreans saying they represented U.N.-funded projects would come to
receive cash at the UNDP offices. ... Ihad to trust them [without obtaining signed receipts or
checking identification]. But, hey, if headquarters tells me to give the money away, I'll give the
money away.”

* Notes from Subcommittee review of documents at the offices of UNDP, ‘Washington, D.C.
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reminded personnel that UNDP policy was to use electronic funds
transfers or non-cash checks to make payments.*

UNDP officials told the Subcommittee that the references to cash
in these documents are misleading because these documents had been
issued in response to earlier, inaccurate allegations made by the
Operations Manager about the use of cash in North Korea. UNDP
officials also told the Subcommittee that the words “cash” and “cash-
checks,” which appear extensively in internal UNDP emails and
memoranda, reflect either a misunderstanding of the method of
payments used in North Korea, or refer to the “cash-checks™ endorsable
to third parties.

Absent access to key financial records in Pyongyang, the
Subcommittee was unable to verify the extent to which cash payments
were made in North Korea, but the evidence reviewed by the
Subcommittee supports further inquiry. A forensic audit of UNDP
financial records is now underway and may resolve this issue.

In sum, the UNDP office operated under extensive banking
constraints in North Korea that undermined its fiscal controls and ability
to monitor its financial transactions. Nonetheless, UNDP told the
Subcommittee that its review of its FTB records, which remain in
Pyongyang and were unavailable to the Subcommittee, demonstrates
that it received receipts for all of its transactions at the bank.*> UNDP
officials indicated further that, although the constraints were difficult, it
was able to operate with sufficient fiscal controls to ensure funds were
spent properly within North Korea.

C. UNDP DEVELOPMENT PROJECTS IN NORTH KOREA

UNDP has publicly described two approaches to managing its
development projects within a host country. Under the Direct Execution
Strategy (DEX), UNDP personnel maintain primary management and
financial control over projects; under the National Execution Strategy
(NEX), management control is conveyed to the host country while
UNDP personnel provide periodic funding and project oversight. In
North Korea, in consultation with the government, UNDP adopted a
hybrid of the DEX and NEX approaches to implement its development
projects.

To facilitate the NEX projects, the DPRK Ministry of Foreign
Affairs established a mirror agency called the National Coordinating

% United Nations Development Programme Interoffice Memorandum from Timo Pakkala,
August 16, 2006.

8! Subcommittee interview of UNDP officials, October 31, 2007, and November 2, 2007.
62
Id.
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Committee for UNDP (NCC UNDP).* As the mirror agency of the
UNDP, the NCC UNDP was the entity in the North Korean government
designated to receive UNDP funds for use on UNDP development
projects.64 To receive UNDP funds, NCC UNDP established a bank
account with the FTB. The North Korean government established
similar mirror entities for all UN agencies operating in the DPRK.?

In the 2004 audit of UNDP operations in North Korea, NEX
projects were listed as representing 48 percent of the 2003 “budget
value” for development projects, while DEX projects accounted for only
8 percent.”® Figure 4 reprints the relevant portion of the 2004 audit
addressing this issue.

Figure 4. Excerpt from UNDP Internal Audit (2004) Showing
Breakdown of NEX/DEX Modalities

NEX and Government Counterparts

Execution Hodaiiies Modiity of NEX Delivery

i
{
{

U Agencies {exduding UNOPS) WDiePamens  WAGiance Pajons |

2UNOPS
WNEX
DEX

Out of the total budget valuz of on-going projects of $12 1, 48% is NEX, 40% is executed by
UNOPS, 8% is DEX and the remaining 4% by other agencies. The Office is providing 100%
support services to NEX projects in terms of direct payments,

The Office’s main Governmenit counterparts are the Ministry of Farelgn Affairs and the General
Bureay for Cooperation with International Organisations, Ministry of Foreign Trade,

S
.,
S Id.
562004 audit at 9.
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Because the 2004 audit depicted the NEX projects as constituting
48 percent of UNDP’s total “budget value” for ongoing projects, a
reviewer of the audit could mistakenly interpret the data as indicating
that out of the total 2003 project budget of $12 million, roughly $6
million must have been transferred directly to the DPRK government.

However, by agreement with North Korea, UNDP had maintained
control of nearly all of the NEX projects” financing and management. In
fact, UNDP informed the Subcommittee that, over an eight-year period
from 1999 until the program’s suspension in 2007, its records showed
that it had transferred no more than about $380,000 of UNDP project
funds to the NCC UNDP bank account.”’

UNDP advised the Subcommittee that it had retained control over
the vast majority of funds assigned to the NEX projects because the
DPRK regime had privately requested that UNDP execute the
development projects. UNDP officials explained to the Subcommittee
that, by directly controlling funds that were ostensibly slated to be
managed nationally, UNDP accomplished two objectives: it respected
sensitivities about national sovereignty and formal control over projects
within a country’s borders, and it executed the projects using UNDP
management and controls.

Because UNDP’s arrangement with North Korea regarding its
NEX projects was not fully explained in the 2004 audit, that audit led to
confusion over the amount of direct payments actually made to North
Korea. In a follow-up clarification on the subject,”® UNDP pointed out
that the audit states that UNDP “undertakes all procurement of goods
and services on behalf of NEX projects.”69 UNDRP also stated that the
auditors understood that a hybrid strategy, using the auspices of NEX
but with the formal control of a DEX strategy, was in effect in North
Korea. UNDP told the Subcommittee that it employs a similar hybrid
approach to NEX projects in other countries as well as North Korea.

When asked whether UNDP had apprised the Executive Board of
this arrangement in North Korea, UNDP initially replied that it had not

57 United Nations Development Program (UNDP), Responses to Recent Allegations about UNDP
Programs in North Korea (DPRK). UNDP told the Subcommittee that it based these
calculations on a data search of its financial system, known as ATLAS. UNDP provided the
Subcommittee with a briefing on its internal financial controls and a demonstration and real-time
search of its ATLAS system for various expenditures related to its North Korean operations.
However, the Subcommittee was not given unfettered access to the system, nor has the
Subcommittee had the opportunity to review the original receipts and records maintained by
UNDP in its Pyongyang office. The Subcommittee was thus unable to confirm the UNDP
estimates of the total funds transferred to the DPRK regime over the last eight years.

% Information provided to the Subcommittee by UNDP, January 22, 2008.
592004 audit at 26.
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because the Executive Board had not sought such information.” Later,
UNDP provided the Subcommittee documents indicating that the
Executive Board had been advised of the existence and details of the
hybrid strategy.”

D. PROGRAM OVERSIGHT AND ACCOUNTABILITY

A final set of management and operational deficiencies examined
by the Subcommittee involves UNDP program oversight and
accountability in North Korea, including restricted project monitoring,
inadequate and inaccessible program audits, and insufficient
whistleblower protections.

1. Project Monitoring

UNDP’s worldwide practice is to require its field personnel to
conduct site visits to development projects to ensure that the projects are
progressing as expected. Providing adequate access to projects is an
explicit condition to receiving development funds in most country
agreements, including the 1979 Standard Basic Assistance Agreement
with North Korea.”” Despite the importance attached to site visits, the
DPRK government did not permit UNDP to access a project site without
prior approval, requested at least one week in advance of a visit.
Moreover, project visits were conducted under the direct supervision of
North Korean authorities.”

UNDP maintains that the restrictions on its project visits did not
prevent it from conducting adequate oversight because: (1) many of the
projects it funded were training programs, where the monitoring was
effected by simply confirming attendance, and (2) the on-site monitoring
performed in the company of North Korean officials was sufficient to
ensure that funds were applied appropriately.74 Under the SBAA,
however, the North Korean government was obliged to permit UNDP
“free movement within or to or from the country, to the extent necessary
for the proper execution of UNDP assistance.””> The requirements of
prior notice and government supervision appear inconsistent with this
obligation.

70 Subcommittee interview of UNDP officials, October 31, 2007, and November 2, 2007.
™ Information provided to the Subcommittee by UNDP, January 22, 2008.

" Standard Basic Assistance Agreement between UNDP and the DPRK, Article IV, Sections 2,
3 and Article X, Section 1, November 11, 1979.

32007 external audit at {{86-88,
™ UNDP management response to 2007 audit at 2.

7% Standard Basic Assistance Agreement between UNDP and the DPRK, Article X, Section 1,
November 11, 1979,
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2. Adequacy of Internal Audits

UNDP conducted internal audits of its North Korean operations in
1999, 2001, and 2004. In addition to the potential confusion generated
by the omission of a discussion of the hybrid NEX/DEX strategy
discussed above, the audits were limited in scope and appear to contain
incomplete information with respect to project execution and
expenditure information. For example, the 2004 audit lists twelve
categories that fall within the purview of the internal auditors, including
operations, management, development services, and IT and
communications efficiency.”® However, of these twelve areas, only five
were reviewed, and in one of these areas — management — UNDP’s
DPRK operations were deemed deficient due to the continuing use of
short-term contractors to fill the Operations Manager post.”” In addition,
the 2007 external audit concluded that UNDP internal auditors made no
field visits to North Korea over a four-year period from 2002 to 2006.7®
UNDP has now requested a second external audit of its North Korean
operations to review the scope of the problems, including total funds
impacted. That audit is underway.

3. Access to Internal Audits

In accordance with UNDP policy, the internal audits of UNDP’s
operations in North Korea were available to UNDP management
personnel, but not to nations serving on the UNDP Executive Board,
much less other UN. member nations or the public. After allegations of
improprieties  first arose, Ambassador Mark Wallace, U.S.
Representative to the United Nations for Management and Reform,
requested that UNDP provide the U.S. Mission to the United Nations
(USUN) with budgetary and audit information regarding its operations
in North Korea.” According to USUN, UNDP personnel initially
provided contradictory information, followed by a more comprehensive,
formal response in December 2006.*° UNDP’s formal response
included several pieces of information that it indicated had been taken
from the internal UNDP audits.* USUN then sought access to those
internal audits and other records.** UNDP initially refused to provide

76 2004 audit at 12. The areas are: country level program; management; knowledge-sharing and
implementation of practices; partnerships and resource mobilization; support to UN.
coordination; advocacy sexrvices; development services; HR administration; procurement,
inventory and office premises; financial resources; general administration; and IT and
communications.

77 1d. at 12, 14-19.

™ 2007 external audit at §96.

” Series of Subcommitice interviews with USUN representatives between May and June 2007.
80 Letter from Ambassador Wallace to UNDP Administrator Kemal Dervis, December 22, 2006.
81 1 etter to Ambassador Wallace from Associate Administrator Melkert, January 5, 2007.

82 L etter from Ambassador Wallace to UNDP Administrator Dervig, January 8, 2007.
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access to the audit reports. After repeated requests, however, UNDP
ultimately permitted Ambassador Wallace to review the audit reports on
site, but forbid him from retaining copies of them.*

U.N. member states that are denied access to U.N. audits are
denied relevant and timely information about program operations and
have few alternative means of ensuring that U.N. contributions are being
spent properly. Had UNDP audits of its North Korean operations been
contemporaneously available for review by members of the UNDP
Executive Board, the Board members could have evaluated the practices
and determined what actions to take, if any, to address concerns. The
Executive Board’s decision to suspend operations in North Korea
following the disclosures made in the 2007 external audit, which
included a detailed summary of UNDP’s prior internal audits,
underscores this point.

In response to U.S. concerns, UNDP Administrator Kemal Dervis
has proposed making internal audit reports available to members of the
UNDP Executive Board. This proposal applies only to future audit
reports and will allow member states to view redacted reports without
making copies or taking materials outside of UNDP headquarters in
New York.* The Executive Board is slated to consider the new audit
proposal at its meeting on January 22, 2008.

4. U.N. Ethics Policy and Whistleblower Protections

Artjon Shkurtaj was the Operations Manager of the UNDP office
in Pyongyang from March 2005 to September 2006.° Mr. Shkurtaj
apparently began raising concerns about the DPRK program in March
2005. In particular, he identified problems with the manner in which
payments were made, the use of foreign currency for certain payments,
insufficient project monitoring, counterfeit U.S. currency, and the lack
of secure communications in the UNDP office in Pyongyang. Mr.
Shkurtaj raised these issues with his supervisors in a series of emails
stretching over a period of several months. Mr. Shkurtaj also contacted
the UNDP Office of Audit and Performance Review to request a special
audit of UNDP DPRK.

83 Letter from Ambassador Wallace to Ad Melkert, January 16, 2007,

8 UNDP states that names and other “sensitive” information will be removed prior to making
internal audits available for review by member states. Information provided to the
Subcommittee by UNDP, January 22, 2008.

8 Subcommittee interview of UNDP officials, October 24, 2007. Prior to joining the UNDP
staff in Pyongyang, Mr. Shkurtaj had worked in a variety of positions in the U.N. system through
a series of intermittent short-term contracts from February 1996 to November 2004, totaling
about 29 months of employment.
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Dissatisfied with UNDP’s response to the management and
operational issues he had raised, Mr. Shkurtaj eventually contacted
Christopher Bumham, the Under-Secretary-General of the United
Nations for Management, concerning the management lapses he had
observed in the operations of the UNDP office in Pyongyang. In
addition, in May 2006, he spoke privately with Ambassador Wallace of
USUN about the same matters.

In March 2007, UNDP did not renew Mr. Shkurtaj’s employment
contract, even though it had regularly renewed his contract at three-
month intervals throughout 2005 and 2006. Mr. Shkurtaj has advised
the Subcommittee that UNDP terminated its relationship with him in
retaliation for reporting management problems in North Korea. UNDP
has told the Subcommittee that no such termination occurred and that
Mr. Shkurtaj’s contract simply expired.

Mr. Shkurtaj later filed a request for protection from retaliation
with the newly-formed United Nations Ethics Office, the agency created
by then-U.N. Secretary-General Kofi Annan in the wake of the Oil-for-
Food scandal to handle whistleblower retaliation cases. Mr. Shkurtaj’s
complaint alleged that the UNDP had retaliated against him because of
his reports to his superiors.

In August 2007, the U.N. Ethics Office issued a ruling in response
to Mr. Shkurtaj’s claim of retaliation. In a letter issued by the Director,
Robert Benson, the Ethics Office concluded that “the information
received by the Ethics Office would have supported a determination that
a prima facie case of retaliation has been established.” But the letter
also stated that “from a purely legal perspective, the Ethics Office does
not have the jurisdiction to address a request for protection from
retaliation in relations to cases arising from the UNDP” because the
office had determined that its jurisdiction was limited to the U.N. Office
of the Secretariat and therefore did not cover UNDP or any of the UN.’s
other Funds and Programs.*® The letter stated further that the Ethics
Office had urged UNDP to voluntarily submit to the jurisdiction of the
Ethics Office because it would be in the “best interests of the United
Nations and UNDP,” but that UNDP had declined. In the following
month, September 2007, UNDP appointed a board of outside
investigators, referred to as the Independent Investigative Review (IIR),
to examine allegations of ethics and regulatory violations by UNDP in

8 1 etter from Robert Benson, Director, Ethics Office, to Kemal Dervig, Administrator, UNDP,
August 17, 2007,
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North Korea, including Mr. Shkurtaj’s claim of retaliation. The IIR is
expected to release its findings in early 2008.%

The Ethics Office conclusion that its jurisdiction was restricted to
the U.N. Secretariat was a significant development. Former Under-
Secretary-General of the United Nations for Management Christopher
Burnham, who drafted the 2005 bulletin establishing the United Nations’
whistleblower protection policy, believed that the bulletin was intended
to apply to the entire UN. system, not just the Secretariat.*® The result
of the Ethics Office ruling in August 2007 was that none of the ethics
policies and whistleblower protections established by the U.N. Ethics
Office applied to any U.N. Fund or Program outside of the Secretariat.

To address this gap in coverage, in November 2007, U.N.
Secretary-General Ban issued a new bulletin to be read in conjunction
with the earlier bulletin that created the U.N. Bthics Office.”” The
November 2007 bulletin stated that, as of January 1, 2008, employees of
U.N. Funds and Programs would be afforded the same protections as
staff in the Secretariat and directed each U.N. agency to establish its
own ethics office and whistleblower protections. The bulletin also
provided that, if an agency failed to designate an appropriate ethics
officer, then the U.N. Ethics Office would have jurisdiction over that
agency. The bulletin also created a new U.N. Ethics Committee, to be
chaired by the head of the Ethics Office of the UN. Secretariat. This
Committee will hear appeals from the individual ethics offices and is
intended to create uniform ethics policies and whistleblower protections
for the entire United Nations”® The bulletin’s decision to create
multiple ethics offices within the United Nations has a number of critics,
and it remains to be seen how it will be executed.”’

¥ UNDP, Newsroom, Independent Investigative Review of UNDP Operations in DPREK,

September 25, 2007, http://content.undp.org/go/mewsroony2007/september/dprk-20070925-
.en:jsessionid=axbWzt8vXD9.

¥ Subcommittee interview of Christopher Bumham, September 22-23, 2007; Subcommittee
interview of UNDP officials, October 31, 2007, and November 2, 2007,

¥ Secretary-General’s bulletin, United Nations system-wide application of ethics: separately
administered organs and programmes, United Nations Secretariat, U.N. Doc. ST/SGB/2007/11,
November 30, 2007.

2 1d.

*' Press Release, Government Accountability Project, New U.N. Ethics Guidelines Greatly
Misleading, December 4, 2007, at http//www.whistleblower.org/content/press_detail.
cfm?press id=1253. For example, the Government Accountability Project (“GAP™), a nonprofit
public interest group that represents some U.N. employees who are requesting whistleblower
protection, objects to the new policy because it entails the establishment of potentially costly
new offices and the creation of an extra layer of bureaucracy. Moreover, GAP claims that the
new system lacks protection for witnesses, confidentiality obligations for ethics officers, and
interim relief for employees. Thus, GAP maintains, the bulletin “complicates and confuses the
issue” due to the proliferation of “ad hoc internal ethics offices, operating at the pleasure of the
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E. ANALYSIS

UNDP operations in North Korea are a case study of an
international agency’s attempts to achieve development goals in a
restrictive environment. UNDP rules and regulations require its
personnel to function with management, transparency and accountability
safeguards. These safeguards were compromised, however, by the
DPRK government’s insistence ~ and UNDP’s acquiescence — on using
DPRK officials as local staff, paying them with foreign currency,
utilizing the government-owned bank while being denied access to the
bank’s premises, operating without secure communications, and
conducting site visits with government monitors in tow.

UNDP officials told the Subcommittee that, despite these
constraints, it was able to successfully implement development projects
that benefited ordinary North Koreans. While this may be true, by
operating under the compromised conditions set forth in this Report,
UNDP rendered itself vulnerable to manipulation by the North Korean
government. For example, UNDP continued to pay DPRK officials in
foreign currency even after it suspected the regime of “skimming”
money from the payments. It failed to respond to the complaints of its
Operations Manager in productive ways. When a UNDP member state
inquired about the management problems in North Korea, UNDP
repeatedly impeded access to audit reports that examined those
problems. UNDP refused to submit Mr. Shkurtaj’s retaliation claim to
the UN. Ethics Office, thereby weakening its status and authority,
causing the fracture of what was intended to be a UN.-wide ethics
program, and undermining confidence that UNDP employees can report
suspected mismanagement without fear of reprisal.

The Subcommittee is mindful that many of the matters discussed
herein are under review by the Independent Investigative Review panel
and another external audit team, which the Subcommittee has been
advised will have unfettered access to UNDP’s management and
financial records. The IIR and second external audit should resolve
pending questions about some of the management and operational issues
identified in this Report.

heads of these agencies.” GAP estimated that as many as fifteen new ethics offices will need to
be established within the Funds and Programs at a minimal cost of around $300,000 per year.
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V1. THE DPRK USED ITS RELATIONSHIP WITH THE
UNITED NATIONS TO EXECUTE DECEPTIVE
FINANCIAL TRANSACTIONS

A. SUMMARY OF NINE TRANSFERS TOTALING $2.72 MILLION

Evidence obtained by the Subcommittee reveals that, from April to
September 2002, the North Korean government used the cover of the
UNDP’s presence in the DPRK to move $2.72 million of its own funds
out of North Korea. The North Korean government told the
Subcommittee that the transfers were made through a UNDP-affiliated
account in order to avoid international scrutiny and possible sanctions
that it believed were imminent.

Wire transfer records and other documents from U.S. and foreign
financial institutions show that the North Korean government transferred
the funds from Pyongyang to its diplomatic missions abroad, using as a
conduit a Chinese company known as the International Finance and
Trade Joint Company (IFTJ). Each transaction moved funds from the
NCC UNDP bank account at the Foreign Trade Bank in Pyongyang to
an IFTJ account at Macau-based Banco Delta Asia. From there, the
funds were transferred to North Korean diplomatic missions in the
United States and Europe. The wire transfers referenced the NCC
UNDP account, which was to be used solely for UNDP-funded
development projects inside North Korea. UNDP stated that these
transactions were wholly unrelated to its development projects,” and
DPRK officials have confirmed that the funds belonged to the Ministry
of Foreign Affairs and were not related to the UNDP or any
development projects.9 !

The transactions are analyzed in detail below. Before examining
the transactions individually, however, two of the entities at the center of
these transfers — [FTJ and Banco Delta Asia — are described in more
detail.

B.IFTJ AND BANCO DELTA ASIA
1. IFTJ and Its Relationship With North Korea

The International Finance and Trade Joint Company is a Macau-
based firm’* established by Chinese nationals Madam Lam Cheng and
Mr. Chio Keng Chon in 1992 and registered to Ms. Lam Cheng as a

°2 Subcommittee interview with UNDP officials, October 31, 2007.

% Subcommittee interview with officials from the North Korean Permanent Mission to the
United Nations, January 16, 2008.

%% Contribuicao Industrial, Declaracao de incio de actividade for International Finance and Trade
Joint Co., April 30, 1992.
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3

sole-proprietorship trading firm.”> 1t calls itself a “trading company,’
but an analysis of relevant records by U.S. executive agency officials
shows that IFTJ transactions do not indicate any traditional commercial
trading activity.”

The evidence indicates an exceptionally close relationship between
IFTJ and the Foreign Trade Bank, described by North Korean officials
as the DPRK’s primary international commercial bank.”” For instance,
Banco Delta Asia records state that “[t]he objective of setting up [IFTJ
was] to make viable the co-operative agreement with the Foreign Trade
Bank of North Korea for the purpose of facilitating trade.””® IFTI’s
office in Macau was staffed by six persons simultaneously employed by
the Foreign Trade Bank.” Moreover, business cards from repre-
sentatives of FTB and IFTJ reveal that the two entities share office space
and the same telephone, fax and telex lines. Those business cards are
reproduced below as Figure 5 and Figure 6.

1
Figure 5. Business Card of IFTJgFigure 6. Business Card of FTB
Employee Dated July 24, 2001 ; Employee Dated July 24, 2001

! FOREIGN TRADE BANK OFDIR
1 1 OF KOREA, ZHUHAI, CHINA
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% Emst & Young, Banco Delta Asia S.A.R.L. Report to the Administrative Committec at 38,
December 16, 2005.

% Subcommittee interview with U.S. executive agency officials, December 4, 2007.

7 Subcommittee interview with officials from the North Korean Permanent Mission to the
United Nations, January 16, 2008.

% Banco Delta Asia internal memorandum.

% Subcommittee interview with U.S. executive agency officials, December 4, 2007.
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Over a span of four years, at least three employees switched back
and forth between IFTJ and the Foreign Trade Bank in rapid succession.
For example, letters, business cards and internal memoranda from both
FTB and IFTJ list several employees who were exchanged between or
shared by the two companies. The evidence includes the following:

¢ A memo dated July 30, 2001, in which IFTJ cancelled the authority of
Mr. Sin Hyok and gave authority to Employee #1, a representative for
FTB according to his business card dated just a few days earlier;'®

& A business card of Employee #2 dated July 24, 2001 [Figure 6],
which indicates that he was Chief Representative of FTB, and an IFTJ
memo dated just a few days later (July 30, 2001), identifying that
same individual (Employee #2) as a dealer for IFTJ;

e A July 31, 2003, letter from IFTJ identifying Employee #2 as an
employee of IFTJ [Figure 7], and a document dated a few weeks later,
September 12, 2003, in which that same person, Employee #2, is
listed as Chief Representative of the FTB Zhuhai branch [Figure 8];
and

1% The names of these employecs have been removed to protect their identities and the sources
of this information.

35



358

Figure 7. Letter Identifying Employee #2 as an Employee of
International Trade & Finance Joint Co. (Dated July 31, 2003)
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b INTERNATIONAL FINANCE AND TRADE JOINT CO.
‘b Av.’j' e i M. 405 Chinm 1 v 20-sodr-B, Moot :

i
s Wy c

Teloc 83634 IFTC OM.
TEL 373847373848 Fax: 373849

: Delta Asia Finaneinl Group — Delta Asie Credit Limited

+ Banco Delta Asia 8.A.R.L., Macau - Mr. Edward Ngou
IFTC, Zinihai

: 31% July 2003

i
i } Dear Skrs,
o N
i Regarding fo our arrangement of' the Foreign Exchange and Gold/Silver dealing, please

The authority Of—hﬂsbem cancelled and Mr. Kim Tong Chol will
* instead of him, The deaters are |-~ M= Kir Tong Chot now. :
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Figure 8. Excerpt of Fax Identifying Employee #2 as a Senior
Member of a Delegation from FTB (Dated September 2003)

Mr. David Lam ‘

Vivian Wong,

Name List of FTB Deleg;ﬁon to Macau
Nr. O Kwang Chol President
Mz, Pak Sunde General Directer:

M. Pae Je Gang Senior Manager

¢ A memo from BDA’s parent entity, the Delta Asia Financial Group,
dated July 30, 1997, in which Employee #3 is identified as a
representative of IFTJ, and a BDA memo dated September 29, 1997,
which identifies Employee #3 as a representative of the FTB Zhuhai
branch.

The extent and nature of the relationship between IFTJ and the
Foreign Trade Bank indicates that IFTJ may have functioned as a front
company for the Foreign Trade Bank, which was in turn owned and
controlled by the North Korean government.

2. Banco Delta Asia

Banco Delta Asia, a part of the Delta Asia Group, is a bank
headquartered in Macau, an administrative territory of China. On
September 15, 2005, pursuant to Section 311 of the USA PATRIOT Act,
the United States Treasury Department designated BDA a “primary
money laundering concern” due to “an unacceptable risk of money
laundering and other financial crimes.”’®" As a result, Treasury’s
Financial Crimes Enforcement Network issued a rule prohibiting U.S.
financial institutions from directly or indirectly establishing,
maintaining, administering or managing any correspondent account in
the United States for or on behalf of Banco Delta Asia.

1% United States Treasury Department, Press Room, Treasury Designates Banco Delia Asia as
Primary Money Laundering Concern Under USA PATRIOT Act, JS-2729, September 15, 2005,

http://www.ustreas.gov/press/releases/js2720.htm.
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Once BDA was listed by the Treasury Department, the Macanese
Monetary Authority commissioned Emst & Young to conduct a lengthy
review of the bank’s procedures.'” Emst & Young found that the bank
had poor document control with regard to IFTJ in particular, and a bank
employee stated that the bank conducted little review of IFTJ
transactions because of its longstanding relationship with the bank.'®
Ermst & Young concluded that FTB and IFTJ remitted millions of
Dollars and Euros between their accounts at Banco Delta Asia.'® Upon
reviewing the remittances, Emst & Young classified the transfers
involving FTB and IFTJ at BDA as catrying “the highest risk of money
laundering” of the transactions reviewed at the bank.'”

Compounding this risk, BDA did not provide Ermst & Young with
any commercial justification or information regarding these transactions.
Moreover, Emst & Young concluded that BDA lacked adequate record
keeping, which prevented it from determining both the total value of the
remittances and their direction and destination.'” Figure 9 below
contains the relevant excerpt from the Emst & Young report.

12 Emst & Young, Banco Delta Asia S.A.R.L. Report to the Administrative Committee at 77,
December 16, 2005 (on file with the Subcommittee).

1 1d. at 69-78

104 74, Remittances are non-credit transfers of money.
15 1d. at 69-78.

16 1,

38



361

Figure 9. Excerpt of Ernst & Young Report Categorizing FTB-BDA-
IFT] Transactions As Representing the Highest Risk of Money
Laundering
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C. WIRE TRANSFER DOCUMENTATION

The transactions at issue in this Report follow the same pattern as
those uncovered by Emst & Young. Evidence obtained by the
Subcommittee establishes that $2.72 million was transferred in nine
increments from NCC UNDP’s account at the Foreign Trade Bank in
Pyongyang to IFTI’s account at Banco Delta Asia. Once IFTJ received
the funds at its BDA account, it transferred the funds to North Korean
diplomatic missions in the United States and Europe. The wire transfer
documents described the transfers as taking place by order of or on
behalf of the “National Coordinating Committee for UNDP” and
characterized the transfers as being for the acquisition of real estate in
Canada or the United Kingdom.

On April 10, 2002, for example, BDA documents indicate that
IFTJ requested that $300,000 be transferred from its account to Banque
Commerciale Pour L’Europe Du Nord for the benefit of Delegation
Generale de la RPD de Coree de Paris, the North Korean Embassy in
France. The transfer documents also carry the message: “B/O
NATIONAL COORDINATING COMMITTEE OF THE DPRK FOR
UNDP COVER BUILDING N [sic] HOUSES.” On May 3, 2002, IFT}
requested that an additional $300,000 be transferred to the France
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mission. On May 10, 2002, IFTJ requested that an additional $220,000
be transferred to the same account.

On July 17, 2002, IFTJ requested that $300,000 be transferred to
the Bank of America National Trust and Savings Association in New
York, for credit to Nordea Bank in Sweden, for the benefit of the North
Korean Embassy in Sweden. The document contained the message:
“B/O NATIONAL COORDINATING COMMITTEE FOR UNDP ...
PAYMENT FOR PURCHASE OF BUILDING (UK).” IFTFs
application for this wire transfer to BDA is reproduced below as Figure
10. On August 14, 2002, IFTJ transferred an additional $300,000 under
the same circumstances.

Figure 10, BDA Record of IFT] Application for Wire Transfer of $300,000 to
DPRK Embassy in Sweden for "Purchase of Building (UK}"
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On August 21, 2002, IFTJ requested that $300,000 be transferred
to JP Morgan Chase Bank in New York, for the benefit of the Permanent
Mission of the DPRK to the United Nations. The document carried the
message: “B/O NATIONAL COORDINATING COMMITTEE FOR
UNDP... PAYMENT FOR PURCHASE OF BUILDING (CANADA).”
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DPRK-controlled bank accounts in the United States and Europe. North
Korean officials confirmed that the transactions had been conducted at
the direction of their government.'”’

D. ACTIONS TAKEN TO DISGUISE TRANSFERS

1. North Korea Confirmed Transfers Had No Connection
to U.N. Activity

After confirming the existence and mode of the transactions
through the evidence summarized above, the Subcommittee contacted
the North Korean Permanent Mission to the United Nations in New
York, representatives of which agreed to discuss the matter. The
Subcommittee showed evidence of the transactions to the North Korean
officials and requested additional information that could assist the
Subcommittee in determining their purpose. After seeking instructions
from their government in Pyongyang, the North Korean officials told the
Subcommittee that the $2.72 million came from accounts held by the
North Korean Ministry of Foreign Affairs, was unconnected with UNDP
activity, and did not include UNDP funds. The officials said that the
North Korean government executed the transactions in an effort to move
as much money out of North Korea as possible prior to the imposition of
sanctions that it believed were imminent following the 2002 State of the
Union address in which President George W. Bush named North Korea
as part of an “axis of evil.”'®®

While the Subcommittee has no way of verifying the motives of
the North Korean government, the information provided by its officials
confirmed that the transfers had occurred, and that they were part of a
concerted effort by the DPRK to move funds in a manner designed to
attract minimal attention from financial regulators.

2. Reference to UNDP in Wire Transfers

Each of the nine transfers contained a reference to the NCC
UNDP, even though the transfers had no relation to UNDP activity.
When shown the bank documentation related to the transactions, UNDP
stated emphatically that (1) it had no knowledge of these transfers, (2)
UNDP monies were not involved in the transactions, and (3) the
transfers, as described in the wire documents, were unrelated to any
UNDP-funded or supported projects.’” Moreover, UNDP told the
Subcommittee that the $2.7 million transferred over six months in the

Y7 Subcommittee interview with officials from the North Korean Permanent Mission to the

United Nations, January 16, 2008. Applications for payment from IFTJ to DPRK embassy
accounts. Confirmations of the Chase Bank and Bank of America transactions.

108 id.

1 United Nations Development Program, Informal Briefing Note for Subcommiitee

Investigators, Detailed Responses to 23 July USUN Letter, November 12, 2007.
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nine transactions at issue is roughly seven times larger than the total
amount that UNDP transferred to NCC UNDP over the eight-year period
from 1999 through 2007. These large sums provide additional support
for the statements by the UNDP and North Korea that the transactions
were unrelated to U.N. activity and did not involve UNDP funds.

The North Korean officials told the Subcommittee that the country
had used its relationship with the United Nations to disguise the nine
transactions. The Subcommittee confirmed with U.S. regulators that
references to U.N. agencies in wire transfer documentation can facilitate
transfers that would otherwise draw additional scrutiny from regulators
and anti-money laundering specialists in financial institutions.

3. Invelvement of IFTJ

The North Korean government maintained accounts at BDA in
Macau, but chose not to route the nine transfers at issue through those
accounts. Instead, North Korea routed the nine transfers through the
IFTJ account at BDA as part of its effort to disguise the fact that the
transfers originated in North Korea. IFTJ was effectively a front for the
North Korean government, helping it move large sums to western banks
at a time when North Korea was concerned that its transfers might be
blocked or subject to other sanctions.

During this same period of time, North Korea made other wire
transfers through its own accounts at BDA, without using the IFTJ
account, when the amount of money was more in line with routine
transactions. For example, during the week of September 9, 2002, the
Ministry of Foreign Affairs transferred $20,000 directly from its account
at the Foreign Trade Bank, via BDA, to the bank account of its
Permanent Mission to the United Nations in New York. Later that same
week, however, North Korea transferred $400,000 from its account at
FTB to the IFTJ account at BDA (on behalf of NCC UNDP) and from
there to its Permanent Mission in New York.

4. Reference to Real Estate

In addition to routing the nine transfers through the IFTJ account
and referencing the UNDP in the wire transfer documentation, the North
Korean government added another layer of subterfuge to these
transactions by including in the wire transfers misleading references to
the purchase of real estate. These references are confusing in that the
location of the embassies receiving the transfers did not correlate with
the location of the real estate that was supposedly to be purchased. The
two transfers to the Swedish embassy account, for instance, were
purportedly for the purchase of buildings in the United Kingdom; it is

"% Qubcommittee interview with U.8. executive ageney officials.
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unclear why the DPRK would need to transfer funds to Sweden for the
purchase of U.K. real estate. Similarly, the three transfers for purchases
of real estate in Canada were directed to the DPRK’s Permanent Mission
to the United Nations in New York City.

The Subcommittee also discovered that at least one $300,000
remittance to an account for the North Korean diplomatic mission in
Sweden was almost immediately forwarded to the account of the
DPRK’s Permanent Mission to the United Nations in New York. This
double transfer renders the stated purpose of the transfer to the Swedish
embassy — “Payment for Purchase of Building (UK)” — implausible. It is
possible that the reference to the purchase of “buildings” and “houses”
was intended to provide additional cover to explain the transfer of
hundreds of thousands of dollars at one time.

E. ANALYSIS

UNDP told the Subcommittee that, until the Subcommittee showed
it the wire transfer documentation, it had been unaware of the nine
transfers in 2002. UNDP also told the Subcommittee that it does not
dispute the authenticity of the records or the fact that the transactions
occurred, although it was unable to verify any of the referenced real
estate purchases in Canada, the United Kingdom, Sweden, or France.'"!
At the same time, UNDP disclaimed any responsibility for the misuse of
the NCC UNDP account because its agreement with the DPRK did not
proscribe such activity, UNDP had no way of knowing the activity was
taking place since it involved an account under the sole control of the
North Korean government, UNDP had no authority to monitor that
accounltl?ctivity, and the transfers involved North Korean and not UNDP
funds.

The use of a U.N.-affiliated bank account by a host government to
engage in deceptive financial transactions and minimize international
scrutiny of its funding transfers is both novel and disturbing. While
UNDP funds were not involved in these particular transactions, they
could be in a future incident. The Subcommittee does not conclude that
the deceptive financial transactions executed by the North Korean
government would have been prevented had UNDP’s management been
more vigilant. However, the deficiencies indicate a culture of
compromise in the face of North Korean constraints such that the North
Koreans could reasonably conclude that transfers of funds under cover
of UNDP affiliation would go unnoticed. To reduce its vulnerability to
similar or more egregious conduct in the future, UNDP needs to take
steps to protect itself from abuse.

" Qubcommittee interview of UNDP officials, Qctober 31, 2007, and November 2, 2007.
112 Subcommittee interview of UNDP officials, October 31, 2007.
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VII. TRANSFERS OF U.N. FUNDS TO A COMPANY
THAT, ACCORDING TO THE U.S. STATE
DEPARTMENT, HAS TIES TO AN ENTITY
INVOLVED IN DPRK WEAPONS ACTIVITY

A, UNDPAND ZANG LOK

UNDP regularly made payments to contractors on behalf of other
U.N. agencies operating in North Korea. During the course of its
investigation, the Subcommittee learned that payments on behalf of two
U.N. agencies — totaling approximately $50,000 — were made to an
entity named Zang Lok Trading Co. in Macau. According to a letter
dated June 7, 2007, to UNDP from the U.S. Mission to the United
Nations, Zang Lok “has ties to a North Korean entity that has been
designated [by the U.S. Govermnment] as the main North Korean
financial agent for sales of conventional arms, ballistic missiles and
goods related to the assembly and manufacture of such weapons.”'”
The relevant portion of that letter is reproduced as Figure 12 below.

13 1 etter from U.S. Ambassador Mark Wallace to UNDP Associate Administrator Ad Melkert,
June 7, 2007.
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Fioure 12, Excerpt of USUN Letter to UNDP Describing Zang Lok

 Unitsp S REPRESENTATIVE FOR
UNITED Notions MANAGEMENT AND REFORM

140 st 45 Srager _ ‘ o 7,2007
ew York, N.Y. 10047 ‘ -

By Hand Delivery

Me. Ad Melkert
Associate Administrator

- Uited Nations Development Programme
One United Natjons Plaza, Room 2118
New York, New York 10017

Dear Mr. Melkert

Tharkyou for takmg the tirme to meet with me todsy and for the mestig with Mr;
Dervis yesterday. - As promised we are providing specific information related to our
coneerns.: Because of the detailed nature of our concerns, for your convetiente [ have
- autlined the points thet we raised today i in this letter,

Asyou kiow the United States s greatly eoncemed thh the operaﬁuns ofUNDP -
in Various eountry progiams inchiding ja the DPRK.

ﬂle‘UnéthStatcs is cancermed about UNDP transactions on its own behalf ot on
- behalf of other UN organizations with two entities in particular. Ore is an ety known
as Zang Lok Trading Co. (Zang Lok) and the other is International Fmanee and Trade
Joint Co. (IFTT). Both arc based in Macau.

 Zang Lok has ties to a North Korean entity that hes been designated under United
States lavs (.0 13382) a5 the main North Korean finarical agent for sales of
- conventionzl arms, ballistc missiles, and goods related to the assembl i andmaaufactura
of such weapons,
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Figure 13 and Figure 14 below present redacted excerpts from two
wire transfer documents authorizing transfers from UNDP to Zang Lok.
The first excerpt depicts the transfer of $29,450.00 from “UNDP
Pyongyang DPR of Korea” to “Zang Lok Trading Co. Ltd.,” dated April
16, 2002. UNDP told the Subcommiittee that this payment was made on
behalf of the World Intellectual Property Organization (“WIPO”). The
second excerpt depicts the transfer of $4,024.15 from UNDP to Zang
Lok, dated May 28, 2004. UNDP told the Subcommittee that this
payment was made on behalf of the United Nations Educational,
Scientific and Cultural Organization (UNESCO)."

Figure 13. Excerpt of BDA Record of Wire Transfer from UNDP 1o Zang
Lok Dated April 16, 2002

20" /SENDER'S REFERENCE
BOZEMGD22
23B/BANK OPERATION CODE
: CRED
(324/YAL DTE/CURR/INTERBNK SETTLD AMT
020416U8029450;
2002-04-16
us Dallar
: ~ 29450,00
50K/ORDERING - CUSTOMER ‘
UNDP- PYONGYANG DFR OF KOREA
59 /BENEFICIARY CUSTOMER
/T
ZANG LOK TRADING CO LTD ~
70 /REMITTANGCE INFORMATION BIMUREVGTTI&R{z;Q%@:;,

Charges: Wdvo ™
Net Amount: Voo —
Corr. Bank: ,x\Lk—- V

o e Yelue Dates

"4 Update on the most recent U.S. allegations, document provided by UNDP to the
Subcommittee on July 10, 2007. Banco Delta Asia credit slip for Zang Lok Trading Co Ltd. on
May 28, 2004. Records of wire transfers from UNDP to Zang Lok on April 16, 2002 and May
28,2004,
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Figure 14, Excerpt of BDA Record of Wite Transfer from UNDP to Zang
Lok Dated M‘l}: 28, 004
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UNDP records indicate that, from 1999 to 2007, it paid a total of
approximately $52,000 to Zang Lok, on behalf of WIPO and
UNESCO.'® UNDP says its role in these transactions was simply to
execute payments to Zang Lok, the specific vendor requested by WIPO
and UNESCQO. UNDP did not have any transactions with Zang Lok on
its own account.'

It does not appear that the UNDP, or the U.N. agencies on whose
behalf UNDP was acting, knew of — or had any way of knowing -
whether Zang Lok was connected to an entity involved with DPRK
weapons activity at the time the payments were made. Even now, absent
Ambassador Wallace’s June 7, 2007, letter to UNDP, it is unclear

M5 UNDP demonstrated its intemnal financial system ATLAS to Subcommittee staff at UNDP
headquarters in New York. The Zang Lok payments were shown to Subcommittee staff during
the demonstration.

e Update on the most recent US. allegations, document provided by UNDP to the

Subcommittee on July 10, 2007.
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whether UNDP has any way to determine the nature of Zang Lok. The
matter is discussed in a Classified Annex to this Report”7

B. UNDP’S VETTING PROCEDURES

UNDP’s procurement and payment procedures are subject to U.N.
rules and best practices, including resolutions of the United Nations
Security Council. With respect to North Korea, United Nations Security
Council Resolutions 1695 and 1718 passed soon after an apparent test of
a nuclear device by the North Korean government in October 2006.
UNSCR 1718 created the “1718 Committee,” which maintains a list of
“persons or entities designated by the Committee or by the Security
Council as being engaged in or providing support for, including through
other illicit means, DPRK’s nuclear-related, other weapons of mass
destruction-related and ballistic missile-related programmes, or by
persons or entities acting on their behalf or at their direction ...” Under
UNSCR 1718, all UNDP purchases are to be vetted against this list,
which is sent to all UNDP contract officers regularly for vetting local
purchases. In addition, UNDP conducts random checks of local
purchases through its central financial system. UNDP has advised the
Subcommittee that it maintains additional vendor lists for disqualified or
suspended vendors (on grounds of poor performance, fraud, corruption,
or other misconduct) developed specifically for its own procurements
and based on experience with vendors or information derived from other
U.N. agencies and national programs.

C. INFORMATION SHARING ON VENDOR LISTS

UNDP has not advised the Subcommittee as to whether it seeks
input from other UN. Funds and Programs, or the Secretariat, when it
creates its internal list for screening vendors. Relevant to this issue is
the recent work conducted by the U.N, Procurement Task Force.

In October 2007, the Procurement Task Force issued the following
recommendation:

B. Removal and suspension of vendors and dissemination
of information

71. The Task Force found and OIOS considers that there is a
conspicuous need for improved information-sharing between
different parts of the United Nations and a more robust
response to vendors when their malfeasance is identified.
When an adverse finding is made in relation to a company, it
is essential that such a finding be disseminated to all
concerned parties. For example, the Task Force has

"7 See 0SS#2008-0049; OSS#2008-0050; OSSH2007-2104; OSSH2007-2146 (on file with the
Security Office of the U.S. Senate).

50



373

conducted an investigation where a company was found to be
acting corruptly in one peacekeeping mission. Thereafter, this
company was found to be conducting its affairs in the same
illegal manner in another mission. The first mission did not
inform the second mission of the company’s prior conduct. In
another example, the Task Force made a strong adverse
finding against a company. Notwithstanding this, two months
after the Task Force report, the company was awarded a new
multimillion-dollar contract. This situation occurred,
seemingly, because of a lack of communication between
departments within the Organization. A further example is
that until early 2007, the Organization contracted a company
which paid funds into a secret offshore bank account of a
staff member who had been arrested on charges of money-
laundering and fraud in August 2005.

72. Furthermore, there is a need for a vendor removal and
suspension system which entitles the Organization, after due
process, to publish its decision and in particular to inform
other institutions such as the World Bank and the European
Commission when adverse findings against a company are
made. Equally, the Organization needs to act promptly in
response to such received information. This would be
beneficial in the fight against procurement fraud and
corruption within the United Nations system and analogous
institutions. Recently, the Inter-American Development Bank
published on its website a list of barred companies. The Task
Force suggests that this model should be closely studied as a
possible way forward for the Organization.'™®

While UNDP’s vetting procedures appear sound, UNDP would
apparently benefit from increasing its information-sharing with other
U.N. agencies. For example, UNDP was reportedly found to have hired
a vendor that had been blacklisted by the Secretariat for attempted
bribery of a U.N. official.'”® The episode demonstrates the need for
continued improvement of vendor vetting procedures. In light of the
potential for damage to UNDP from making payments to entities
involved in illicit conduct, this Report recommends that additional steps

"% United Nations General Assembly, Report of the Office of Internal Oversight Services on the
activities of the Procurement Task Force for the 18-month period ended 30 June 2007, U.N. Doc.
A/62/272, October S, 2007,

e George Russell, UN. Ignores Its Own Procurement Ban, Foxnews.com, January 14, 2008,

hitp:/fwww.foxnews.com/story/0,2933.322470,00.htmi.
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be taken to ensure that payments are not made to vendors associated
with illicit activity.

VIII. CONCLUSION

By all accounts, operating development projects in North Korea
presented management and administrative challenges of the most
extreme nature. By definition, UNDP operates in challenging
environments, and has crafted, for the most part, sound rules and
procedures to ensure that UNDP development funds benefit the people
of the host nation.

The matters addressed in this Report speak to a number of
seemingly disparate issues — inappropriate staffing decisions,
questionable use of foreign currency instead of local currency,
inadequate fiscal controls, restricted program monitoring, financial
deception, payments to a suspect entity, inaccessible audits, and
insufficient whistleblower protections. Taken as a whole, however, the
evidence indicates that the North Korean government took advantage of
the altruism that drives UNDP programs.

This Report offers a number of recommendations to strengthen
UNDP management, transparency, and accountability controls. The
objective of these recommendations is to enable UNDP to continue its
work under even the most difficult circumstances, while protecting
UNDP programs and funds from manipulation and misuse.
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Reform, Renewal
and Results

5 WE review the activities of the UN
Developrient Programme (UNDP)
“over the fast vear, it’s clear we face
. a'double challenge. First, there is
the overall coherence and “delivering as one”
agends; Which is eritical for the entive UN
development system, Ag chair of the UN
Developnient Group, the UNDP Adminis-
trator huis a special role, working together
with UN colleagues, in moving forward with
reform. As weput ia place the measures need-
edto énhance the efficiency and effectiveness
of the UN system b the country level, the
iden is-notto inerge the various mandates or
orgé\niz&tims, but rather to build on their
skills and expertise so that the UN delivers in
& more coherent way and is more effective in
building the links between what happens at
the couniry level with the global policy debate.
The second challenge we face relates o
UND drself, UNDD is a key partner in build-
ing capacity for human development focused
around four arers: poverty reduction, demo-
cratic goverriance, crisis prevention and recov-
ery, and environment and energy. As ser out
i UNDPS Strategic Plan 2008-2011, we need
to continue to deliver in these areas on the
ground, providing knowledge, policy advice,
advoracy and technicad support w programmme
countries 0n the basis of sccumulated good
practice and our comparative advantage. It is
important that while doing this, INDP also
gradually withdriawy from sectoral and sub~
sectoral activities thit should be done by those
with & speeific mandare. Hence, far from per-
petuating what can be perceived as a conflict
of interest; a strartgic and policy-orientated

382

organizaton focused on our core mandate, and
a Resident Coordinator system that embraces
the whole UN system ‘would be fully comple-
mentary and alfow the UN o play bs role as
a Jeading development partner to countries.
A tenewed, well-managed and well-resourced
UNDPas recognized by the High-Level
Panel on UN Syseemewide Coherence—
would, therefore, be dn indispensable suppore
both 1o the Resident Coordinator system and
to the UN development system as a whole.
UNDPs core strength Jies in this dual role.
For that reason, our work will increasingly be
strategle, integrative and directed at addressing
inter-sectoral linkages, focusing on our core

mandate which is 1o work with developing
countries in the pro
ment-aimed at building strong national institu-
tions.and a governance framework that acceler-
ates development and benefits all citizens.

At the mid-point towards the 2015
deadline for achieving the Millennium
Development Goals (MDGs), UNDP has a
crutial role to play in the UN development
systerti in working with developing countries
to support their efforts to tackle poverty and
advance pro-poor, inclusive growth and haman
development for all.

5 of eapacity develoy

po

L TSR
Kemal Dervig
UNDP Administrator
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nclusive
obalization

he global economy has heen ¢specially
strong in recent years, with average
worldwide per capita income growing
wpidly as ever before. There have
also been significant improvernents in

global health and other broad measures of
well-being, inchuding life expectancy.

as

—Kamgf Dervls, UNDP Admirdstrator

QOne group of developing countries,
representing a large share of world population,
has been at the forefront of global growthy;
their economies are growing faster than those
of developed countries, These nations are
for goods, capital and

accessing global marke
technology; they are trading more and more

with ex
They are also st
wealthiest countries
development, Millions of their citizens are
being lifted out of poverty every year, with
life expectancy, child mortality and liveracy
converging on developed country levels.

Another group of developing countries—
greater in number, if smaller in populaton
—are being left behind, and are today further
away cconomically from the richest countries
than ever before, Some countries have also
scen a sharp drop in life expectancy, in many
cases as 4 result of HIV and AIDS. The poor-
er countries also tend to be the ones most
vulnerable to the effects of climate change
and least prepared to mitigate its impact.

The gap between rich and poor citizens,
within both developed and developing
nations, is also growing. The richest two
percent of the world’s adult population now
owns more than half of global houschold
wealth. The botrom half of adults own barely
one percent. So the gains from global growth
are being highly unequally distributed.

What does this imply for those at the
hottom? In 2007, over a billion people had
almost no income (the equivalent of a dollar
a day or less for each). They typically spent
more than half of what they did earn on food
for their familics, leaving even less for shelter,
water, education and health care, Most of
these people pooled their incomes through
work that was insecure, underpaid and at

in terms of human

R

tlmes unsafe,
In the latter decades. of the 20th century,
there was a widely held view that a rising tide




of global economic integration would it all
boats. Some developing countries have
indeed been lifted up and are now sailing
ahead so fast that they are starting to catch
up with developed countries. But many other
poor nations have been left behind by the
tide, and are not yet able to navigate global
seas. A similar thing Is happening within
most countries: the benefits of growth are not
reaching large parts of the population.
Addressing these inequalities is our era’s
most important development challenge, and
underscores why inclusive development is
central to the missioti of the UN and UNDP,
I cooperation with other UN agencies,
UNDP-draws together governments, inter-
national drganizations, the private sector
and vl society groups behind efforts to
establish the public policies and institutions
that nitions need 1o reduce development
digparities: UNIIP 5 a trusted multifateral
partaet, wm'king with 166 countries to
help then build capacity for inclusive
development and fulfill the promises of the
global economy.

Why disparities matter

The feasons for addressing widening dispari-
tigs among peaple have become startlingly
clear, even beyond widely accepted nations
of justice and human rights. For one thing,
the wider the gaps grow, the more difficult
they become to close. Ample evidence
suggests; for example, that high levels of
nequity reduce the rate at which even rapid
economic growth translates into poverty
reductdon. By one estimare, it now takes
three times as much economic growth to
achieve the same rate of poverty reduction
ohserved before 1990 in & typical middle-
come chuntiry,

Disparities also introduce inefficiencies in
economic systems, depriving national and
global'econories of the full range of benefits
from economic integration, People can’t
tap investments i education and skills, for
example. Governments can’t draw upon
the tax and other revenues that come from
oraductive populations, And should a farmer
cut down the trees in a rainforest simply
because he has no other means of livelihood,
the long-term corttribution to climate change
will be felr in that country and beyond.

%
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A mived picture 'of global progress
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One of the most important global
disparities relates to the lack of decent work
available and low incomes, According to the
International Labour Organization (ILO),
about 200 million people don't have any form
of work. Many millions more, including some
who are reasonably educated, face inadequate
ermployment. The hoom in the global
GCOHOH\}’ }\';iﬂ not SY{‘Oﬂeg h@cﬂ tl"&ngh‘t(?(i
into decent new jobs: for every percentage
point of global growth, formal sector
employment has risen enly by 0.3 pe

Another priority is women’s empowerment
and women's rights. Discrimination against
women 15 a fault line running through every
sociery in the world today, varying only by
degree, Women are consistently paid less than
men, have a weaker political volce, often have
access fo fewer educational opportunities, and
generally benefit least from the use of natural
resources, While 200 million women entered
the global workforce in the decade before
2003, 60 percent of the one billion poorest
people are wormen. Women perform 60
percent of under-protected and vnderpaid

nformal jobs, despite lower overall employ~
ment rates.

Today's disparities are also closely linked to
the human impact on the environment. It is
the poor who frequently end up with poor
quality land, water, fuel and other natural
resources, which in turn limis their produc~
tivity, In trying to make a living, they may
further degrade their immediate environ-
ment, leading to a vicious cvele. On the other
side wre the wealthiest people and countries,
who are the greatest consumers of natural
resources, and also have much greater power
to shelter themsclves from environmental
irapacts such wy pollution, scarcity and
climate change.

What we need to do

Fulfilling the promises of an integrated and
more secure world requires the political
will-and concerted national and interna~
tional action—to reduce these disparities.
‘This is not primarily about charity, but
about helping people develop capacides and




Asia on the rise
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Until 200 years ago; Asia was the daminant world économic power. Today, rapid economic growth
rates are helping the region regain its former position, although development progress varies

widely among and within countries in Asia,
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opportunities to improve their own lives
and cominunities in a lasting way.

There is no single recipe for succes
country needs to identify priorities and
solutfons appropriate to the national context.
But there are some basic ingredients. Nations
need institutions capable of providing sound
scononic governance. Demoeratic partici-

Pt tion can ensure th&t economic dCCL‘:i()ii“
making and other public policies take into
account the realities of people’s lives at all
levels of society (not just the rich and power-
ful), The international community can
national efforts (including through South-
South cooperation) and promote inclusive
trends in global wade and investrent.

The UN system, grounded in the universal
values inseribed in the UN Charter, supports
collective efforts in neatly every developing
country, UN research, drawing on data and
analysis from around the world, can define
problems and identfy opportunities. UN
advocacy and coordination can bring people
and instititions together to solve them.
Collectively, the different arms of the system

cach

Asia {excl Japan}

anud the United States

urope

Latin America
dapan

Former USSR

Africa

950 1973 2001 2030

{projectiung

have supported countries at all stages of
development, from middle-income states
to the least developed countries (LDCs),
and across all the major sectors, from agri-
culfure and environment to health, education
and employment.

UNDP helps integrate and coordinate UN
resources so that they are readily accessible,
while offering its own programmes in areas

. As a wrusted
development partner, UNDP works towards a
world where peace and prosperity are not
restricted to a fow but available to all.

where it has recognized expertis

Austraifa, Canada, New Zeatand
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during the final vear of the current cycle. It s
encouraging that a growing number of donor
ZOV have adhered to multi-year
funding commitments, thus helping to
increase the predictability of UNDP's regular
funding base.

Expressed in current dollar terms, core
income has increased by 10 percent between
2004 and 2007, Yet when corrected for
both inflation and the performance of the
US dollar wis-é-vis other currencies, adjusted

core income grew by less than 5 percent
UNBP Res@ﬂgx{eﬁ during this period. UNDP's funding base
) remains particularly exposed to exchange
rate volatility.
In 2006, combined earmarked (non-core}
ontributions to the organizations contributions to UNDT cotaled $3.8 billion,

rRInents

regular (core) resources grew for remaining at the same level as in 2005,
the sixth consecutive year, albeit at Between 2005 and 2008, resources channeled
I slower pace. The §922-million gross through UNDP by programme country

regular income received by UNDP in 2006 governments in support of their own
represents a modest increase over 2005, development priorities grew from $1.1 billion
but clearly falls short of the interim target to $1.36 billion. During the same period,
(81 billion) set by the Multi-Year Funding non-core contributions from members of the
Framework (MYFF 2004-2007) for the year. Development Assistance Committee of the
The achievement of the overall MYFF Organisation for Economic Co-operation
funding target—3$1.1 billion in 2007—will and Development decreased stightly from
require continued and enhanced support $1.05 billion to $1.03 billion. Contributions

Contributions te UNDE 1897-2006 (preliminary)
Us% millions

- e 5000
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inviuding muhifateral funds
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{ocal resources
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Gross income recalved iy 2006%
{preliminary)

Ranked by top contributors to regular resources™
UsS millions

Danors Regular Co-financing
resources

The Netherlands 1138 583

Sweden 1098 iies

Narway 1084 79.2

United States 009052 1278

United Kingdom 910 194.7

Japan 750 1540

Denmark 61.3 191

Canada s 8519

Switzerfand 41.8 i5.2

Germany 338 SAs

France 211

Spaln as

Iretand

Finland

Belgium

New Zedland

Austria, -

Austealia

Luxernbourg
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from non-bitateral partners declined from
$1.43 billion to $1.2 billion. Notwithstanding
a combined net decrease ity non-core funding,
UNDP continues to be-called upon to
support governments to obtain, direct and
manage different types of funding in
accordance with national priorities.

Earmarked resources represent an impor-
tant C(?Tupieﬂflt’ﬂ{’ 0 [h(.‘ Teg\iiﬁr FOSQUICe
base of UNDP The ratio of earmarked to
non-earmarked regular resources remains
imbalanced, however The ability of UNDP
to fulfil its mandate and deliver effective
capacity building support for development
critically depends upon a level of core
funding that enables UNDP to pursue
flexible, integrated management approaches
focussed on long-term development
effectiveness and sustainability, 8

UNDPE support te nov-bilateral aid delivery:

Top contributors to "other respurces”

Buropsan Commilssion
Global Envivohmens Facility

Global Fund-to Fight AIDS,
Tuberculosis and Malari

The World Bank
UN Systern |

JHDG Trag Trust Fund

) 50 100 150

200 250 300 350 400

SS millions

Seurte: Division for Resourcas MobilizationsUNDR
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Report on US Contributions to
the United Nations System

Prepared by the Office of Management and
Budget

For the Chairman of the Subcommittee on
Federal Financial Management, Government
Information, and International Security

July 31, 2006
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Data Collection Methodology

To collect the data contained in the attachment, on June 19% OMB sent a Budget Data Request
through OMB Resource Management Offices (RMOs) to all federal government agencies. The
data request included a list of agency contacts provided by the Department of State, and RMOs
were instructed to contact agencies even if they were not listed with a point of contact. OMB
gathered the data using criteria stated in Congressional correspondence.

The data request required agencies to submit information on all contributions (financial, in-kind,
or otherwise) to the United Nations system from Fiscal Year 2001 through Fiscal Year 2005, and
identify the activity funded by the contribution.

The request included a comprehensive list of organizations that are considered part of the United
Nations system. For the purposes of the request the “United Nations system” was defined as all
agencies, departments, organizations, funds, etc. that fly the UN flag or use the UN logo or are
otherwise associated with the UN.

The request also required that agencies identify contributions that were passed through another
entity but ultimately were used for UN projects or programs. If the US contribution was passed
on to another UN-affiliated organization, then it was noted in the response and the program that
ultimately received the funding was identified. The report attempts to make clear the
contributing organization and the final destination within the UN system.

Agencies were provided with three templates to use in their response. The templates consisted of
three contribution categories as noted above — financial, in-kind, and other.

In many cases, agencies went to multiple field offices and services to provide the necessary
programmatic detail. This process, while time consuming, ensured a higher level of reliability
and detail in the response.

The report provides a summary by agency with a government-wide total. Detailed information is
then organized by department or agency, each with a subtotal. Each agency reported for all
organizations under its purview. For example, the Department of Agriculture section includes
contributions to the UN from the Foreign Agricultural Service, the Food Safety and Inspection
Service, and the Agricultural Research Service. Other small agencies are grouped together at the
end of the report.



391

9/2'128'G SSL'GLL'Y £28°1p8'e y18've6'e 991'e8L'e 1e30)
£VE 08l ove 08l 981 suoljeziuebliQ Jeyio!
S6Y Gl9 122 4145 0Z4 UOJBPUNO- 80USI0S [2UOREN|
009 059 0v9 051 051 uofesiuipy 80edg pue soneuociay [BuoneN|
21891 88¢e'gl 119'91 §82'GL 190'41 Aousby uopdajold [ejustuuoIAug
088'y} 9i6'vl 906y} 00002 696't Kinsesi] jo yuswpedaq
- - 0S - - uonepodsuel jo Juswiyedsaq
12L'6eL's 915'E26'¢C LB VYS'E £49'298'c 59¢2'8ee'e stueiBold [euopeLIsiu; YO Pue sjelg Jo Juswpedsg
L1218 0£6'86 25€'801 898'¢t1 008’811 loge Jo wswyedag
282 gic Vel 622 - sonsny jo juawpedagg
2.9 92L 918 6¥9 §S¢ Jousu Jo Jusueda(y
£el ce - - - AINdeg puejaio Jo Jusluyeded
£19'2 2i8'9 119y 9Ly - RBieud jo uswedaq
80L°1} 928’6l 916'62 816'€L 910's9 asuaja(] Jo juawpedag
116°} 6L 20L°) 261} $00°') oA J0 JUslupeds
$Z8'SS 6€1'62 960'2C1 LEBTLPE 6LE'LYL 21ninouby Jo Jusuniedaq
ls00z Ad Y002 Ad £00Z Ad 2002 Ad 1002 Ad Junoooy J neaing bupngiguon
{spuesnoy) u; suonebijqo ¢)
waysAg suoneN pejiun ay; 0} SUOKNLIUCD SN




392

133 ] S - - SIBIOYDS JopEsT] a3lag J)qnd
OVI NN BolAIRG JeimynouBy ubjasog
1z - - - - ssaded uopriedoo)) jereeT Ul
uogedypesaq aojAIeg
JBQUICD 0 UGHUBAUOT NN UO[JBAIDSUOD S30IN0SaY jRImeN
- - - - € SWOY PUB S{PSSNIY Of {oAR1]
UHESH jUEld PuE [Bwiuy
. [X2 - - - *A19jeS POOJ U0 jE0d [RUCKERWSIL Bl 40} poddng uopeziuetip amymuby pue poog
Aseagy auby
uopeziuefip amnynouby pue pood |{EN-831A185 Yueasay jearmauby
8BLYS 066'LZ £99'0ZF  Q00'tvE  00S°9vL Sutpes) j00yIS § BOUB]SISSE UBLERLEWNH
weuboid pood PHOM 809G fRInjneuBy ufieic,
SUORNGEIUOS OG0 ¥ PUBIU]
851 et eaL - - pung )sru] xepoy
aolAIag
Ov4 NN uopoadsuf pue Ajajes pooy
114 a8 482 113 e 18210 |RU0ISSBJ0)d B1ID0SSY
OY4 NN ao1A19g jRIMnouby uBieiog
‘weuboud jey; Jo uopensiuiWpe By} Jo
yoNnw JajSitiWwpe 03 O O} SPUNj Jajsuey) pue ueaqquery
ozz szl g6 S0 208 ay v weiBoud jonucomonesipeIs Yot juog [evidorL
"800 JEU} UIBJUIBW
0} 1502 Ay aseys sapuabe yaSH [BeAas pue Ay {Ov4) uoezuedio
19 as €5 14 14 ‘awoy Ui pajeEao; DO Ui 3dY0 U suiguew YasN ainnouby pue pooJ NN
(5vQ03) emymouby aialeg uopdadsuf
PUE paod Jof NN €] LOISSIN SN Wp|eeH juejd pue {euluy - Ygsn
UONTHUIUOY jERUeHl|
[S00Z Ad  $00TAd  €00ZAd  ZTOOZ AL  100Z Ad papung Aiagoy Jo d a 0 3usididay feuly V | neang 1QuoD

(spuesnouy u; suonebiqo ¢)

wajsAs SUOREN PEYUN Y3 03 SUOKNGIAUOD SN

aamn32by jo yuewpedag




393

sajqejebap pue
- o0gt - 06 - s)inig pessesold saRjwwo) xepos Buneew pajsoy N Ovi NN
sBrug Aseunajep jo
- 012 08l ori - senpisay soMWIWoD Xxape) eyt Joj Bugasw parsou sn Ov4NN
ouaBiH
0EZ OveE 00z 05t 0S5t PO0J GBYHLLOD XBPOJ) 3L 40) Buitaaw pajsoy SN QY3 NN
20)m1ag uonoadsu)
pue Kiajeg pood - Yasn
SO2UN0STY DIV
JUBld JOj Ajeal | |BUOHBWOIL BL J0) JUaWdu6y JojsurRl|
viL - - - - |eusieiy prepuelS au 30 Bupyeiq ay; 105 ANoio) PEJUOD
ECTTNE
Ovd NN runynouby ubiaiog - vasn
n N - . . pue 3L Y
voyeaypiesag BOIAIOG UONBAIBSUDD
JEQUIDD O) UDHUFALOD NN S30IN0Say [RINEN - YOS
"3D0/9USN 03 vofiRUiUBSSIP
4o} sBuipasoaid ysiqnd pue auedaud 0y pue aimynowbe
uo spaedws ssauppe 0} ABojaicalayy fInynouby
40} uojssy! D BUY ypm uOhEX u
- - - - A% Jeuonewaju; ue ezuebio pue ueid oF QWM 195
‘OWAM 0} UORNGLIUOD IaY]0, SE Pajeas} aie YoM
300 $0 poddns 1D8JIp UL JOU SSIIARIE U0 jUBdS au jo
%0% {SINVAN) aiaes Loieuuojuy 1eoiBojososiawiaiby (onm}
- 2z oy 18 - PHOM dojaaap djay o3 OWM 0 uosiad gels 1 jo AQL  voneziueBiQ feo(Bojoiostop PUOM
(oM Isiuloucay
uonez)ueBlQ [e3BOIOIBION PO 214D B\ JO 3OUO - YAST
261 - - - - 1euEjenes XspoD A o AQL
ESTNES
OV NIt uonoadsu| pue AJBJes pooy
500z A4 $0DZAd  £00Z A4 Z00ZAd  10OZ Ad papung Ajjanov jo uopdussag yeziueBiQ jusidiosy jeutd 1 neaing BupnaiRuoY

{spuesnoy; u; suoyehiqo $)

WasAg SUOHEN YU 343 ©) SUORNGIHUCD SN

eiminBy jo juewiedag




394

‘alvsn/eyas 1epun papodes aie (jsrut ueuey 1 31 IBg) suoungy pie poo; J00/vASN 810N
¥28'sS 6EL'6T 960271 L26'LbE  BLE L 161 - BIRAoIIBY |
G00Z A POOZ A4 €00ZAd  TOOZ A4 LOOZ AL pepuny Aanoy jo di nez) QO uaidioay jeuty 1 eaing buinqLEuoy

(spuesnauy; ui suoiyebrqo g}
woysAG SUOKEN PajUN 3y} 0) SUORNGLILOD SN
a1ninauby jo Juswypedag




395

NOILVINIWI1dWI {001 vaissiwod
€8 213 o ¥s € TYNOIDTM {SO0D) wassAg Bujnuesqo uessQ eqoo o] B,
NOLLYINIWITdWI B ONINNY1Z -31NTJOW {001 voissiwwod
¥6€ 885 92 i orrd ALYWIND {S009} weysAs Buinesqo uesno |eqoi (o} obiazul
TYHINIO -NOILYINIWI1dWI (001} voissjwwoy
- - ¥Z ¥Z 1] 7 ONINNY'1d (SO0D) Wwaishg BuiuasqQ uead 12qo19 o] |
Juncaoy segyoe
IINAow {D01} uoissiwwo) pue yoreasay ‘suofeladp
05 68 0z ot [:74 TV1SVOD (S009) weisks bunasqp ueedQ [eqol9 o] £, *801A8G UEBOQ) {BUONEN YWON
YoJEM Suaydsowly 1eqol9) /
G2 Si 73 SL SL pug Bupoyuop auozo ! 0 ieaib \ PLIOM
0s St St o€ og sjaued Hadx OWM uoneziueBiQ (221601108 PHOM
(eolyv yinog UIEA Duaydsouny [eqois /
001 72 59 59 PUE BUIYD) BOUE)SISSY puk GuLoHUOW josasay Julor  uojezuefiiQ {e1Bojo10sTey PLoM
U S1eYdsowry |2eqoiS) ¢
0s 0S 05 oS s SAUOJUDALY [0D0104d {BBALOW voneziuebiQ feabojoi0a1a) PUOM
suoeiqe) SpiepuElg yre ol IV 1RGOIS) / Y ‘suogesadp ‘yoseasay
SZE siz 05z 174 002 BpiA0Ig / sasED OL g Jo tujor 0 feaifiojolosloly PHOM auaydsouny pue 31ues00 YWON
JUBLLIUOAALS By} puR ALIOUCDD Y} ‘A191I08 JO Wauaq Junoaoy sanivey
3y} J0) SISEORI0) Jayream edw-yBlY YoM OM) O} pue yaieesay ‘suonessdo
0sh 0St 05} 061 o5t Aep auo jo Aveinode syt U suawascidun Guiessjazny uonezivebiQ) jedtbojoloaiap plOA *301AI9S JBLIEIAA [RUTNEN YWON
SUORTGHIU0] [BIoUesL|
S00Z Ad  VOOZAd E£00Z A4 ZTOOZT AL 100Z Ad Papund AjARSY jo uohiduosaq uopeziuebio Jusidizay jeuld 3uUnNoa2Y f Neaing Bullngurio)

(spuesnoy; u; suoneBigo §)

wa)shs SUSHEN PAlILN Ay} 0} SUGHNGLIUCD SN

2219w §0 Jusunedag




396

*edoin3 10} ucISSIWIWOD
09 - - - - eISSNY SJBUNLSS FOINM DIWOLOOT SUOPBN PajUM ayL
200Z'82-92 JSQUIIAON UO B|SSMY‘MODSO U} JBUIWAS *2doin3 104 UOISSUILIOD
- - - - - Apedoud (199Ul ue Josuods-oo 0] ILWOLODT SUCKEN Pajun ay)
*adoing 4oy uoissiwwWoy
- - - - - (Buipury ou} ejuRwWOY M Bugasw aaReyNSUOD JIWICUODT SUOHEN Pajun ayl
‘uondal0id SIybiy Auadold *adoinNg 20§ UOISSIWLIWIOD
- - 0L - - |BN§I3({83U} U JELIWIAS UBURINN € 1 o1 SUOREN Pajiun @) WO NJewapes) pue judled Srt
- - 0z - - Buyoiuoy snwoucaeopog 32W0 YoxGueg ODSIANN
3urt “pJoo) eucifioy ueaqqued)
. sz - - - pog - d AL
S - S - - 201 2w 0) poddns sayo ny O [BIUBWILJSA0E
{500z “qe ) "Bunasiy spadx3 jo dnosg (201} uaissiwo?
Si - - - - {SSO19) WaysAS BuiaiasqQ (9A3T €3G IBQOID WG d 0 obsa)ut
sanq fenuuy (090d) (001) uoissiuwon
6L - - - - 5UR320 1EQOID L) JO UORBAIISGQ 0} diySsaupey U o] ofsayuy
(201} uoisspuwioy
5T - 01 - - SPUE|S] fjBWS 2 *SUE3DQ ‘SIS0 UO WNIOJ [BG01D d 0 Bieju;
{000 uoissjwwog
. . - - o uesdQ d 0 Biauy
{001 uotssiwwo)
- - =] 514 - 30ONIJI0S Nya00 anydesboueaa( jguawusaacbiaiu
(5009) wasks {001 voissiuIod
g - 565 982 S Buinasqo ajewys Bqoio 01 SNOILMENIINOD  dlydesBoueasg [ejuawiulerobiaiu;
{001} uoissiuwoy
0L M - - - $INUNOSTH INIHYI ONIAIT Siydeboursa jeusiuusercbiel
SCO0T Ad  VOOZAd E00ZAd 200 Ad  $00Z Ad papund Aanay jo di a 0 M [eU 3 v { neaing Bupnquiuc)

(spuesnou; u) suoneBigo $)

wajsAg SUDIEN Pa3UN 8U3 0} SUHNGLIUGY SN

#213Wwo jo Juswpedag




397

L6 eyl 20L°% Z6v'E S00'% [e101 - 8210UW0D)
(197134} Ay L A L
U0JI331T SISO Ul ddueInsse Aenb Joy
sauapinb mau aonposd 0} w3y} 01 papejap asAojdwa Aouaby ABojouyoa)
0z 0z ot - - LSIN J0) S1y3usq [3uuosad JO BIBYS JUBILIBADD ABJouT JiWOy [EUORBWSIU]  PUE SPIEPUELS SO SINIRSU| [BUCHEN
. SUDIAGEIIOD JOUI0 PUE POp-U]
{0dIm) uoyezueBo
008 - - - - 3snu) Ui spuny Auadoid [enaatialul plom
{sJejiop ou) *adoin3 0} UDISSIIWOY
- - - - - JUALNSAAU( J0§ S)UBIY APadoLd 1enIoa}jsIu] JO LORIRI0IY DIUWOUGHS SUOKEN PAYIUN, BYL
awun ‘2doJNg J0j UOISSILILOD
- - - - 00} Apadold [ErIds|9IU] PUE 18LSJY] 84} U0 WINISOTWAS DRUOLOO3 SUOREN PONUN BY)
S00Z A4 POOZ A4 SOOZAd  ZOOZ A4 LOOZAd papund L)Ansy jo uopduosag uopenuessQ) Jardiday jeul

JUNO3IY / neaing SupngLuc)

{spuesnoy) u suopebiiqo §)
wa)sAg suoyieN pajjun oy} o} SUCRNQLILC) St
FGWWOY Jo Juawpedag




398

256
“Weuns| uey S00Z 43q g ay jo
8y} U1 papinoid Hoya 19Ya) SeiEIs PN BU pajeposse BPIM asuaieq
1505 WOOOSSN 134 Y218y NUBUNS | LBISALOpU] SUOfEN payun ‘soueudUiEl puE Logeisdo
*OAQSOY ut uejd oead 2y} Y)IM adueydlod aviojua
950's oze'y 6L'y 09Tvi 1ze'eL "AJESSI09U §) ‘pue JUDWR{AW 0) USISSIW PAFOLVN 9piM asuajeq
ayy o} yoddns WODOSSN :Uelpsens jujor uoyeladQ suopeN pajiun 'gouUBLSHE pue Lojesedn
‘eumobazsoy
o't 6VE'L srr'e 160°L €282 pue gjusog feses u; spoya By B9piMm Bsuajaq
0y uoddns WODOSSN 86104 juor uoiesado SUoieN payun ‘gaueuauiey pue uopelado
PUBLIO
SHe)y veuepuewny 0104
£60'c LE5'6 Vel SES'8Y 41 B H-elusog ! i Jo o D 841 J0 OO NN 4y ‘sduBUBIEN pue uoneiad(
BIIGT i
‘jiejaq suogeladQ a0IMaS
9gs - - - - BANA)0i4 & papiaosd SION :bes 0y AInQ feweds ‘NN SucneN pajun AneN ‘soueuajulel pue uonesodg
|auuos.ad ioj 3509
2€ - ] - - poddns pue uonepodsue: | JUepIENS) JUIol* Lopeado SUOREN paliun ArEN ‘@dueUaiURY puE UohesadO
jeuuossad 10y
8z 091 (23 - - 1502 poddns pue 11 :96104 juror uogesadg SUOHEN pajiun AAEN ‘soueusiuUIEW puE uonesado
[euuosiad 1oj 1500
- € 6 - - yoddns pue uopepodsue.) afio ajesaqyaq uogessdo SuojeN papun AneN ‘aduBuS)LIEW PUE UoREIAdQ
AREN S} O WBUREdag
LIS'Y 5Ty Lot'y €8 or9'e S1390 67 ~ S19A19890 NN SUONEN pSjiun Auury ‘suuosiag Ky
00z 00z 00Z 00z 00z 1900 62 - S18MBSG0 NN SUDREN POUN  Auwy ‘solsuajuieiy pue uogelado
Ay
S00ZAd  POOZAd EO0ZAd 200ZAd  100Z Ad pepuny A1AoY jo {14 0 Juardioay feuty 3 Vv / neaung i 3

(spuesnoy ui suoyeBiigo ¢)

wa)sAg SUOEN Pa}UN oyl O} SUOANGHIUOD SN

asuaja( jo Juawpedaq




399

80L°¢ ) 9z8'61 9LE'ST 816°cL 910°69

[ R T VETET |

[S002Ad  v00ZAd €00ZAd Z00ZAd  HOOZ Ad papung Ajapay jo uondudsag

N Jeuld

¥ / neaing Bupnguauo

{spuesnowy; u; suonebijqo ¢}
wajsAg suopeN pajjuf si} o) suolnqUIOD SN
asuajag jo uaurpedeq




400

01

€187 59 'Y g9’y - e - ABRug
swesboid
- 7% - - - wesboud Jualwrdojanap jeuoissajosy vavi Jeapnp ABseuzg Jo juswniede)
SUSHAGUIGES T840 pUe U]
©2510) J0 Jqnday 5,81d0ad JnEDOWSQ
sz - - - - ay) Joj ABieuz uo dnaig Buppiop ay) jo podey B0ED 10j ARSIBAIUN ABisu3 Jo yusuniedaq
‘pUOM 31 punoJe saNjive) Jesjonu
uei|iAp Jo Aunoas of Bupe|as SaNSS} UO felauas) 1019810 Aouaby
14 o4 - - - V3yI 84 01 Apoq Aiosiapy ue *3Say Ul sjedioned ABsau3 woly [euonewssiul ABiau3 10 Juowpedaq
spJenBojes vay|
Aouaby
[:1r4 [:] 029 16 - s[elalep JeajonN JO uonesauoud ay; Juaasid ) aRy AB1BUT HWOYY |ELORELIIU| ABiaug jo wowypedaq
00010800p/P1EnBajes
- 9IE)S JO JuewiuedaQg
Kouaby
204 69¢ - - - Spejaeyy 1eapnN Jo uonesamoud ay; Jusassd of OBy AB1aU3 oy |EUCTEWIBI] ABiauz jo uswyedaq
L10BOOSNN/SISOD SN BISSY
~sa2|Aa( siadsiq oibojoipey
(vav]) Koueby
0zz'T £E09 166'€ 999'y - sjeuajen feajonN jo uoneraoid ey jusasid oy OBy ABJau3 o1uoly [BUOTEWISIU] AB1suz Jo jusuniedeq
SUCHRqUIUCY) [e/ouetS|
S00Z A4 POOZ A4 E00T Ad  200ZAd  1D0ZTAd papung ARABDY Jo uondiasaq uopeziuebiQ Jualdivay feuly WUNOJ3Y | Neaing BulNgiuey

{spuesnoy w suopeBigo ¢)
Wwa)SAS SUCHEN PajuN L 03 SUDRNQLILDY 5N
ABsaug Jo yuswpedaq




401

313 €c

€El €e

12010 YEIS LoSiErT
- - - pieng jseny) SE SAIAS 0} JeaYa PIENg) ISE0D LD

(¥0 aunr gz BujuuiBag)
NEH U HYLSNNIN 82404
JRUONEN BN SUOKEN Pajn

pJeng 18803 SN

SUOHGETEOTS TETET|

$00Z Ad 00T A4

E00Z A4 ZDO0ZAd LOOZ A4 papung Ajanoy jo uopdiosag

L] feury

v | neaing Bupnquauos

{spuesnoy; u; suoneByqo $)
waysAg SUOHEN POJIUN @} O} SUORNGHIUCD SN
Ajanoag pueRWOH 0 wawpedeq




402

[413

puejey
ul saied jo 0 310 [enuuy
yig} awp o} poddns s1ebajep papiaoc:d pue Bupasw

3peJ) JEUONEWAIU} UC LOJUBALOD)

puny

1288-00296 -~ SilB)y feuonewau]

- 00t - - - Bojep saye)s aBuey weydsi3 uedsuy Y19 ay; pauoddng uoREAIBSUOD Jueyde)3 vedlyy 921A13G BJIPIM PUE ysid
swuweibosd (IHIW) siueydsl3
30 Buyy (ebey Buuopuopy
*581E)3 aBUB) Uj LORRAIGSUDD
o PUE 'SiSA|RUE [BIYST apeliy jeuos uo uoy 00
‘Buiseyief 2yep ut |suuosiad piay Buiuies) Aq |aAa)
a1is 8y e Auoeded Buuojuow jueyda)a ueouyy dojasap puny 1288-00Z96 - SIEYY [EUORBUIBIUY
4 €2l 44 961 - 01 awweiBold Iy SILID 8y} Jo poddns penuuo) uonBAIasUOY) juBydal] ULy
swweiBod (31} siveydstg
40 Buitiy rebay) Bupayuopy
*s3jels abues
U] UOIBAIBSUDD JUBYdale O} BDUBABIAS PUB ‘siskjeue 9pE1) |BUORBI} UO HOJUIALOD
17 d =ep u d piay Buen
Aq (ers) eys e 18 Ajpeded Bunoyuow Jueydaje ueayy spafoid 018£-00296 - SHEYY jeuoHeusau|
- 1 - 00t - dojanap o) awnweiboid IMW SILID 8y papoddng uojRAIRSUOD uBydal UBdLY BOIAIDS AJPIM PuB YSl
SJapi0g INOYUA BHPIM
UO[}BAIBSLOY) [BUONEUIRIU 1O
uoisiaq - Juawabeueyy soinosay
(0DS3NN) weibald aseydsolg alp
JAYlPEm Ul PUE UBY i0j 89WILLOY) JeucneN SJEYY [RUOlBUIBIU}
[4 3 3 3 - BISSIN-'S') SIENNOT) 0) AJARIBULOD JaUIBIUL PAPIADL] ucqeIapa] UBISSNY HEURAAG 90IMBG BYIPHM PUE YSiy
Brogizeycarns]
S00T A4 YOOZAd €00ZAd TOOZAd  1L0O0Z A papung AJARDY Jo ] 1webiQ jusidiney jeuly v / neaing 9

{spuesnoy uj suogebiqo ¢)

waysks SUONEN PINUN U} O} SUORNAIZUCD SN

16(483u; jo Juawpedaq




403

€L

3ouaDg

JUSWISSISSY puk Butuepm W UONeAIISGO 580IN0053Y

ageds soUQ Apes weifad Juawuosaug NN yuez/AoANg (ea1b0j0ag SN

SGOANqUILOY) 18410 § pubi-ul

abueyn
- z . - - uonedpped Ladxa J0dl FBWHD Uo j8UEd [BUOREUBlU|
A ze €1 S § uafjedpiiied aaneqiu) pay Aquncd 51521034 U0 Winiog NN
abuey arewyo
oL - - - - ) anBojei jeuuoyyy 39NN UO UORUBAUOD 3OMIWELY NN
. o - . - D BV § BWOY-OVA Of 1ejep uosiad JIs Ov4NN
09 173 05 0g oy sBiw 5219305 BAISEAU| UOISSIWIOD }SBI04 24108d BISY OvV4 NN
6 2 ' ¥ SEIN HadXg JoyI0 B JUBLISS3SSY 32UN0SaY 158104 Ov4 NN
€1 9 66 (13 13 UOISSIUIOY) JSAI0] UEdpaUry JUON Ovi NN
(s3119)

sapads pasabuepuz u apesp sweibosq

- £ [+]8 - - -sBlwsewads jsalo} uo poddns [eduyde | |EUOHBUISI| UO UORUBALOT) NN |euUOHEWBU] - SIAIBG 1SAI0 S

-apen jebeyy pue Sulyorod jequiod oy puuosisd 9pe.| jeUCHEWSU} L0 UoRUaAUCD
Juawaasojus aledasd o} ;s sbues sebiy Yoea
woyy sjuedionied om Joj aSIN0D oM OM} B YBNOIY) pun3 £288-00296 - SIBHY {eUoIews;
- - - 0z - 82104 yse | usWaasou] s86iL §3110 Sy paraddng UoieAas O 136 /50.a00UI 201018 BJIPIM PUE ysid

awwesBoud (M) siueyday
Jo Busiy 1eBaiy Buvonuow

“sale)s abuel Uy HOYRAIaSUDD

Jueyda|e 0} 30UEASIS PUE ‘SISAEUE {EonS! apel] | UD UOQUIALOD
‘Guysapet eep vl jsuuosied pay Buiues Aq [aAa)
ays ay 1e Aoedes Supoyuow jueydsie ueisy dojaaap 218800796 ~ Slieyy Jeucheuiaiu|
092 LEL 181 EB - 0} awwe:Bo.d Iy $3110 84 0 Hoddns penunuoy  pung uonealasuog ueydsly ueisy SOIAIBS BIIPIIA PUB Ut
S00Z A4 VOOZAd  SOOTA4  ZOOZ A4  100Z A papund AALOY jo uondiinseq G 0 Jusididay reuly ¥ ¥ / neaing 5 HINOD

{spuesnoy) ui suopebiqo ¢}
weysAg SUDHEN PajIuN 3y} G} suoyNquUUCd SN
Jofrazug Jo uawpedag




404

141

(43 KL 98 &9 552 8§61 - 10118300,
spnpoid ejep Buisuas ajowsy
1Oddnis JE)s BARRNS|UIWPY siied Xnai ‘9040 AIO/IINN
052 002 002 002 002 SIOIAIAS 1} EOLBIWY YHON JO 3010 1BuoiBay
S00ZAd  ¥00ZAd €002 A4  TOOZ AL  LOOT AL

_

Popuing AJAIOY 10 UORALDST

eBi0

Y Jeutd

v / neaing

{spuesnouy uj suoneBiiqo £}
wieysAg suolieN Pajiun ayl o sUoRNgiRued SN
Jouajus o weunsedaqg




405

St

282 1] ¥4 vEL 642 - Bi0 L - 937 SAT|
sjiE1aQ AINNoag Uo SEYSiep
[4:14 [11¥4 el 6lT - 5N Aindaq 4o Syyouag pue Alejes pasinquisiun Aquiassy |eisliag LojieN psyun VMBS S|RYSIEN SSIEIS paliun
SUGHAGITGSD 6010 5 PUB-a]
5002 A4 Y00Z AJd £00Z A4 Z200ZAd J0OOZ Ad papun4 KiAnoy Jo uond; a ¢ 0 uRLdey jeuld 3 v / neaing Burnat. o]

(spuesnowy uy suopefiqo §)
woysAS SUOREN PaUN 8Y) o} SUOHNQUIUCS SN
edisNr fo juaunuedag




406

000'0%

e

0000

000'Lt

000'6

Sii

00L'TY

000'st

605’6

56

Spl'g

000't

809'vy

000'sy

SYo'y

160'e

veS

Sl

210°E)

00s'ey

000's¥

oo8

0004

00002

00028

ot

Bod 4

J0QE7T PIYD JO LoneLiul3 ayy
uo Boid

10qe7 PHYD WSS PUE BjRUILLIS 0)

uopeanp3
SQIV/AMH teuon i

uonuaAsd

Aunoag swoou) pue npoddg uewAodug

SIBHIOM 3O SIBRY Jiseq 31 Bugdsiold

d L (e3l}

Saiv/ot

AyqeAoidwiz pue s O

uopI3i0Id 1pog ol

SIBI0M JO SIBR 2tseq oy Bu

@

Joge] FeuoaEwRL O

wayshs

Aunoas swodu) pue Qunuoddg 13

S19%I0M JO SIBIY Diseq oy} Bugpajoid

JOGET PIIUD JO SO0 ISIOM BU} 30 UORRUIWIE

JOGE") PIIUD §O SULIO- SIOM U} JO UDGRUILIT

I1pEN JogeT - O

swwesboxd NOLLYH¥Y123Q O

PN 5,UBIPHLD SUOKEN PayUN

10GE7 Py J0 UoREULID
2y} uo awweiBold fEUOjRWIBIY|

uopezueBiQ JogeT [euoyeLBIY|

(gvn) sieyy
Joqen jeuojieusaiy) j0 neaing

uoieziueSIQ) JOQET [RUORRWa)U

(av) syeyy
Joqen [euoneusaju; Jo nesing

uONEZIUEB 0 JOqeT [EUOReILIB)uj

{gv ) sueyy
Joqen {euonewa)ut Jo neang

uoneziuefuQ Joge jeuonewau}
(gv) sueyy
Joqe jeucheus)f jo Nealng

uopeziuebi0 soge feuonewa;uy
{8V} sieyy
iogeT] jeuopewB| JO NEBINg

uoneziuebuQ joqen [euogewau]
(avi) sieyy
JoQeT jeuonewsiu| J0 Neaing

uoneziuefiQ joge] jELORBWA}Y)
(EvT1) sieyy
JOQET j2UCiEUIAU| jO Neaing

pun4 s,usipjiud SUOKEN Payun
(@vi) sHeyy
J0QET jBUOHBUIBIL| JO NE3ING

uoneziuebiQ Joge jelogewsiu)
{8V sueyy
100e7] fRUOREWBYL] JO NESING

Joqejo usupedaq

SUORGHIG TEBTe

S00Z Ad

002 Ad

£00Z Ad

00T Ad

100Z Ad

papung A1ANaY jo uondiiosaq

0 yualdioey feuld

3 v ) neaing Bugnguuod

{spuesnoy u suopebygo ¢)

wwejsAg SUDHEN PajuN 843 0 SUOENGUIUCD SN

Jogen Jo Juawpedag




407

L

43248 0E6'86 2S€°80L  898°ZiL  o0g'siL

[E0L - Joqe]

S00Z A4 ¥00ZAd  E00ZAd  ZOOTAd  L00Z A papuny AJADY JO UORALOSSG

CRLE]

v } neaing

i

(spuesnoy w suonebiiqo ¢}
wW2ySAg SUCHEN P)uN 8Y3 0} SUCHNqIINOD SN
Joqe jo juewpedaq




408

at

(ms00 uowwD JeuelaITagS)
- 009 - - - SIS0 BATBASIUIWPY - LOHRAIBSUCD (EIUBWINIIAUT pun josmord [eanuoN
Jsakey suozo joomag
00081 000°21 000°64 005’61 00L'€2 ousydsojRys 8y} 192)0.d ~ UGHEAIBSUDY JEUBLILGIAUT {EANLION JO) PUNZ SUCIEN PBUUN
86 - - 08 - vognjjod suuen JO uonuaAald B Ajajes suuep uoezivefy) WLy BRYY [EUOReWA)U}
vopeziueBigy
266 66 - 00t 0cg Agjes "Aunoag uogeny uonelAY [IAI) [euolewsuf
M - - 8E8'e - Aunzag poo4 pA3IYOY uoyeziueBug) asmynouby pue poog
5003 ~ 6} sueyy suonezuebio
- - - 005 - AUnosg poo 3A3IydY vonezuetip aimnouby pue pooy |euoyeWS)U; JO neasng
weibald
° - - - 3ol v doaAaq suoleN pakun
- ZhL - - [slv>5% SaUI JO SWIAA ' Buiwag - soue)sissy ueue)iuewny pUNJ SUAIPIUD NN
AouaBy GL0LTEL-61 UojRIsaduoN pue
L1V'SS 18925 28G'YS £SP'PS E6E'LE Aunoag g Aiajes “ABisug seapny ABiau3 ooy [euonewal| Aunoag jeuanewaly; jo neaing
. suadeap, feuonuaaLe
06t - €62 - - uoanguILaD passasse jo uopad S Jo uaLked U0 3JUBIBJU0D SUOREN PRI £1176L JasiApy 1697 3y} Jo OO
128 24} - - - BVUEYSISSY UBLIEJUBWINY PUNS LRUPNYD SUOREN peuuny
- - - “ 641 SOUB)SISSY UBLB}UBWNH pun4 uogejndod suoneN paiun
By uewny Joy
- - - - 005" 1l 0 UBHH SuoReN peaurt
wesbay
. 00i's - - 00 | ] SuolieN payun
wesbag
- LpE'oL 504 1G5'EL 160'6 sBrup 1ebay) Bunequion jonuo) Brug suogeN payun
JejUs) Uoiuanaly 220461 (IND) Susgy uawsasojuy
- €S2 0oL - 0SE wspouey % sBrup el ‘awnd el d D swunp WD NN #Men pue SHoLeN |t
91e]g JO Judwinedaq
SUOANGUIIOD [eruRYL
pIpUN ANAOY Jo uondusssq GORERUEBIO oY [EUd Junoosy j neaing Bupnqiucy
S00T Ad Y002 Ad £00Z A4 Z00Z Ad 1002 Ad

{spuesnoly ul suoyeBliqo §)
waysAg SUOKEN PAAUN 8if} O} SUORNGLILOD SN
swesBoid jeuopeusdul J3YID R 2)E}S o Juswinedag




409

(.13

3NN JO oM pue spuny
- 00g's - - - sweiBaud ay; Woddns of - UORBAIBSUOD (EUBLILANIALT 381U} weuBold uswuosaug NO
- 016's - sz9oL s2'6 - UOJEAIOSUOY JErUALLIUAIIALT wesBaid juewuosaug N
e 0
saPus o ay pue d
uBlIny 1 b Sawaiag
143 s - £8E'4 - puB A(Ero0s 210Wnud - SOUEISISSY UBL BYUBWIN UBWNH UD UoiSsIwwo) NN
#bueyd sjewyd jo Bupueysiapun
BU) JO} JUBAGIAZ LO[JEULIOJUT HLICUCOA -0[0S PUE ebueys ajpwi|D
Z88' 2:1 4 - - 009} {2IULOF, YUHIS SSOSIR - LORBAIBSUDY) jEJURLILALAUT U0 [Bue ] jejuatLascfiaju;
uaibay ueagquesy
Jspim ayy jo 3 suuep syl jo o
- [o=14 - - - PUB UOROEIGI - LOEAISSUDD ) eveBepe)
- st - - - peg uo gy - uoeAIaSUDD 3 0 Asianpolg
uonanpod
asem iziun Aq a3y
. szt - - - PUE lieay UBWNY P3)eid - LDRAIISUDD jE1USWIUOJIAUS UOKUBAUOY) |35B]
SUOHBAIZSGO (BD1SAL 0036
208 - n0o'e - - 2yj0 pue 1 0 (el PHOM
JUBIAOEAP 1100 pue
- - - 000'9 000's ‘WWoYoIF Poddns o} pie PoO) - FOUESISSE UBLBPLBLINK wesBosd pooy PHOM
“Ajie} s Jo sIaquisL aAnpoy
v¥6'9 f9Y'G 006'6 000'S 000'S PUR 33npI0} JO SWRDMA 0} BDUBISIESE UBLE|UBINY SPIAGI] 30 SWIIA Joj pund AIEJUNIOA NN
sanjongsenu
88y'tL g2t 5zl vEE'L 088 syybu uewny feuoiBaa pue [euoneu jo Bupng  uopeledoss) 1EJILLDB | 10} PUN N
SYBry veWwnH Jo}
[ - - - - L e 4 D YBIH SualieN pailn
5158104 JO S804} ||B jO JusWida@ADp
059 S2L 2L - 008 DIqRUIBISNS PUE UOREAJBSUOD ‘juswebeuey {44NN)} 5158104 U0 WOy N
000'98 081'66 008'8 9ze'Lel 160°38 IUESISSY VBV UBWING wesboid uswdopaso NN
06 08 086 0S4 006 Ayjenba sapuab pue jusuamodwa 5,UsLIOM UJWIOMA J0) pun4 Jusiidoeasq NN
{GOONN) uoneaysseq
ecr't 055'4 055°4 0aL'L - UONI}0I JBJUBUILOIAUT 1eqUIOY 0} UOJUSALOD NN
000'vZL z6eT'aL 0ZZ'BLL - 852'601 Ayenba g uoneanp3 ‘yieaH pruD pun s,uaipiiud N
£16'8% £98'L 5i6'CL 622'%L 968'¥1L suopessde Buideayaoead SJOAIBSQ) PUB BAID [RISIEIUDIN
papunyg Aoy jo uopduasag uopeziuebi( JusldIDay (Buly JUno22y f neaing Bugnquiues
|g002z A4 POOZ Ad £00Z Ad 200Z Ad 1002 Ad
{spuesnoy) ut suoyeBifqo )
wayshg suoleN Palup 3uj 0} suolnquILe) SN
sweibo.d feuoneusaiug 20 B 3388 Jo Iuawpedag




410

0z

suonesad) Budesyareay 804
204'G OEL'SL ZEETL Lov'y 6208 Sluswssassy buideeysaead jo jusuiey J0 Wwalpedaq sUolieN payuN HsnIBsg0 wewabebuasiq NN
#1761 ey suogenuetio
|euogewsu] JO NESING
ME| BUOST BUBIS PUB ME[ UBLENURWINY
- 000’5 - - - U097 BUAIS O} Wnog jervadg NN
eiAE|SObNA OATSTY Ze0L 61 SUEYY Suoneziuebiy
- - - ogg'e - JOLLLO} B U1 SOLWILD JBM BIN0aseId - SIUBRY UBWINK 10} |leunqu ) feutunyy J0 neaing
“SUORIB|D I pue ‘Hey oijqndey
e pue B3y BAUBD By Ui $5300)g
74 - - - - ‘swiajshs aoeyd Ut ind pue sajfu jeiojee soeyd uind [esopajq 03 poddng 10} JANN
quawdmba
B9Y)0 PUB SIYIGOWICINE j0 aseyaund ‘sBuipgng @0 jo
uoiE)iqeya) 'SeusIuiL juawweacd jo Buipiing Aoedea
191510 0} SIURISISSE (BN} ‘AINNISEIU] JTIEM pund jsniL
000'st - - - - PUE UOREINP3 “YYeay S,2uaqr o Buipinga: ey poddag UDIPNASUCIIY BUBQTT 40} NN
‘suoyosje
: pue “ae} )
Jiwa Jey} sasnpoooud pue sessaaand "swieisis aoeid ut UQISSILILIODT UolR(]
o5 - - - - Ind pue 5o jesopaje 3oeid ut3nd o) Bu: Apoeden teuopeN yuapuadaput Joj JONN
SOAPE pUB 20UE; B |EouBuy)
000'0L - - - - Pue i2oiuyaa) ‘iefia) yim saelsowap Subiawe poddng pung Asesoowaq NN
SeQIARDY
UAURIOG B [EUOREINP ‘IPRUAAOS
gL - - - yoEL 10} UDINQUIUOS [EUCREILSIUY
{$1800 uowwoy
- 141 - - - voddng D EUUAIA
BABYY UBLINY Jo)
M ZBE'0L - - - 1 LeN ls D 3OO SUOREN pAYUN
- Sib - - - poddng anjessiuwpy BULKIA J& 30() SUOiEeN papun
Juawdojasap
Je100s puE Silroucod i Buipiing Ajoedes pue
sieye 2 1 yBnoayy yoseasoy
- o5 - - - UBwIny ujeisns 0) Bulufel) - SIUBISISSY UBUENUBILINK pue Bugures | o) amisu NN
sbuey) ajewnd
- 998'e - M SLE'Y Buguuepm 1290[S - U0 D i U0 uof 49 N
papurng ANARdY jo uopdussag UOREZUEBIO JUIaroay el Juno33y ; Nesung BugngUIVOD
_macN Ad y00Z AJ £00Z Ad Z00Z Ad 3002 A4
{spuesnoy; u) suagebyqo §)
wasAs SUOYEN PIHUN 94 C) SUOBNGIIUOD SN
sweibold [PuolEWFIU] JBYLQ T F1¥IS J0 Juawledsq




411

suogesad) Buidsayaseay

B6Y'Z61 - - - - Suewssassy Buidasysearad §o weukeq 40 wauedaq SUoHEN PaLUN RIEH Ul UORBZYIGEIS NN
suonesad() Budsaxesead

6881 - - - - SjuaWSSassy Bupsenadeed jo juewdey 10 uauedad SUOEN pajun ALOA|P B0 W UOISSIA NN
suaijeled( Buidesyeoead

O - - - - sjuewssessy Buxesiadead jo juewley jO Jueuede(q SUKEN Pejiun {PUNLING Ut UOISSIA NN
suonesado Buidseyeorad

SP8LEL - e - - sjuewssessy buidsaysaoeed o jusukeq 30 eunredeq suOKEN paRUN UEDPAS Ut UOISSIN NN

suopesad Buidsoneoeaq Joun jseg

Ov9'EL +61'28 E0E'YE oey'ssL 096'16 suaLssassy Guidasyasead jo Jusiwied 40 wawedaq SUOHEN pajun Ul uojienSiulUpY |BUQISURI L NN
suonessdg Buidaaxatead

e - Si0'E - - sjuswsesessy Budsayeorad jo jusiuiey 40 jualniedsq suoger Pelun S04 uolPsioid NN

sucyesadp Buidsayeoeay o6uog Jo algnday

€65'v8Z SOE'6EL 658'04% 200'8v1 ovz'eT Suawssassy Builaayaresd J0 jusiuieqy 30 jusunuedaq suoen pajun Jpe1o0waq Ay Ut suaelado NN
suoneiedo Budeayeopay

- - - - Z06'L Suewssasey Buidaeyesead jo juewkey 0 jusunedsq suoneN peyun epebuy u suojessdp NN
suoyesedg Buidoaysoead

5Ty G98'1E 198' 509'9 o9z9 sluswssassy Budaayearad jo juewted 10 Jususedaq sucyeN pauUn ef099) Ul UDISSIN $BAIBSRO NN
suolesedp Buideayeoeay

z1z8 €09'0EL 596'¢81L ov2'0vE 18848 suswWEsassy Suidaanatead 10 Jusuhed 0 jawpedag) SUOHEN payuUn A0S BUBIS O UDISSIN NN
suoiesedQ BuideaNanead

2622 LS S96°0L S911e 805'LL Sjuewssassy Guidaaaoead 10 wauwied 10 waledaq SUYEN pajun BIBYES WASIM U1 UOISSEA NN
suogesedp Budeayeoead

£6TLE 62v°'202 - - - SuaWsSassy Burdeaxeoedd J0 Jusuwiled Jo usledeq SUOHRN Pajun euaqyT 0} UOISSIA NN
suoieted( Budesysoead

Ze6'EL ¥2o'LL 892'28 2ZGPrL 000'SS SJUBISSASSY Buidaaxeoead Jo jusukey o wauniedaq suoneN payun DAOSO) U} UCISSIN NN
suoeuad( Burdsoneoesd

ey 90515 16V'E0 969’0 9.1'88 sjuswssessy Suidaonatead 10 jusukeq 10 USLWLRAIQ SUOHEN PSHUN BanuI/RIOILA U UCISSIN NN

suojeladp Buddaeyanesy euincioziay

- - 05p'ez 60¥'5T we'ns swawssessy Suideaieoead jo auikey Jo sRdaq SUCYEN PajILN PUE BIUSOR U LOISSIA NN
suwoeladp Budssyenead

- 108 'y yL'E £y siuswssassy Budasyesead jo juawieq 10 Wwawyredaq suogeN payun UDISSI JBNIaSAO Hemmybes NN
suojesadp) Buidasyetead

- 6L ZZL'ez ¥SO'eS 71 suawssassy Buideaivoesd Jo Juawiey 30 weunredaq SUoNEN papun UOUBGET Ui B304 WUU| NN
suojjerado Buideayssesy

108'C 007’8 LOV'L 081 819'6 SUBWSSAsSY Buidesecead jo juswieg O juauipedag) SUOJeN pejun snsdA7) vl 82104 NN

popunz AIAIOY jo uondusac uopezuebiy JUNO2oY / NEAUNE BunngLuog

S00Z Ad POOZ Ad 00T Ad 2002 Ad FOOT Ad

{spuesnoy; u suaneBygo $)

walsAg SUOREN Payuf) W) G SUOHNQLIUAD SN
sweibosd [Pubgewasjul JIPIO B IS JO Wawedsg




412

Ho'TL ghi'ot 959’1 seT'8 PEE'S 196png passessy jo uaiod OSN o wswiey ORM uofeZIuRb.Q |eaIBOjaInaIBH PROM,
uonezvefuQ
86 £e8 (3] aoL £68 190png passassy Jo Uollod DS 40 WawAey OdiMm Auadosd femoaieiu) pHOM
0L1'96 S19'06 199521 920'80L 601'804 1o6pNg pessassy J0 UOIOd DS JO WewAed OHM UORZIURBIO WIROH PHOA
95z 1eg'0y 589°6 We'el 829'0% 190png possassy Jo Uolod HSN 0 WawAey STIYNNEEL NN BIAESOBNA - [EUNQUL ALY JEM
Zig8L +26'9 17431 9Z5'0l 5iv'6 yebpng passessy Jo Uopiad DS 4O WwWaurey STYNNGIHL NN EPUBMY - [BUNQLL SBWILD JEM
059'k el 582'L LT FoL'L 190png passagsy JO UDIHOG DS JO WaWAey ndn uon {B1S04 [es1aaun
(uogepunoy Jaun) 620°LE
80Z°Z9E £09'9L€ LEL'SPZ €£0'862 $02'282 1oBpng passessy Jo LOROG ST JO uswAey SNOILYN Q34NN SBPMIOUI 200Z Ad) SUONEN PayUN
9GL'ZY 5Ly v22'99 S96'V5 85225 «wmn=m PSSISEY JO LOLOd OSN JO Walwheg OHvd uonezueflQ yieay veduawy ueg
uoun
rob'L auee 162'8 969's yig's 190png passassy o uomod HSN 10 Wsuhey nu UOENUNWILIDISIB | jeusBuBuf
99E'L vz ML 200° 390' J86png pessessy o UOIHOJ DS jO ke OWi  UDREZIURBIQ) BWIRUEW {BUOKEWEE
082's9 098’65 696'v8 Si8'tS 282'ss 158png passassy Jo uoiod DN 0 uauded [exi} UOYeZURBIO 40987 [euolewal]
Aouaby
980’68 104’95 B6Z9°LS Sy 0az'ry 190png passassy JO uoiuod HSN JO wawAey wavyl ABIBUT DOy |BUCHEWSI]
uogezwefiQ
52924 €8524 9EY'ZL S86'LE SyL'zy 190png passessy jo UoiKd DS 4o jusuried ovdl UDREIAY FAID [euOHBWIAIUE
1644 1522 5v°2L wi'ee {892 186png passssy jo U0 DS JO JUeuMeq Ovd uoliezivefuQ aiminouby pue pood
9241 61 SHeyY suopezueflin
jeuagewayu} JO NesNg
suoeRdQ Buideassoeed BIARISOBN A JBULI0Z U)
95L'12 098’1 [ir4 3% L¥0'st 8201 spauissessy Buidaasecead Jo juswAed J0 Juawyedag SUONEN PaYIUN feunqu | |BujwuD [eudpewsiul NN
suogesadQ Buidesysoeay EPUEMY O}
zie'gh zee'st vyl 196'41 19¢'01 sjuslssassy Buidaayacead Jo wowAeqy 40 uBuiredaq SUCREN pajiun [EUNQU | |BUILLUY [BUONEUIBIL| NN
suopesadq) Buidosyedeed #0035 juawloideq Baejeng
- £¥6'HT - - - SuaWSSISsy Buidaayaaead ;0 Juaukey 10 Jdwedaq suogeN pajun punpawg aseq sonsiBo NN
suopesad( Buideayaseey {uapig swiaH Japun aleauy
- - §10°08 18v'08€ - sjuswssassy Buidaanooead 40 wawled 10 Juawpedaq suoReN pajiun 40 u3wAed) 90403 UORIRDI] NN

suoesed Buideoseoeay
- - N 91268 - sjuBwISSassyY Buidaananes (o Juawkey 10 WowMeds( SUDHEN PaJIuN eyewos ur suoneado NN
papund A1agay jo uonduossq uogeziuebigy juaidisey jeutd UNG2YY § neamg Bunnqiauod

§S00Z Ad $00Z AS 00T A4 Z00Z Ad $00Z Ad
{spuesnoy) u suonebyjao ¢)
waysAg SUDREN PaYiu) Y3 0} SUSKNGLAUCD SN
sweaBoid [FUCHEWISIY] JBY)0 7 240§ 40 juswnedag




413

| %4

Pz 08Z'ERTZ 68E°061'Z 2TbeT 374
Ajunyoddo
|enba pue Lieay J0 ) & A0{Ua 0} PYI PUE LB ‘UBLIOM
- - - 009 000's A19A3 jo Bl ey Browaud - SOUESISSY WELEUEWINY pung uotiejndod NN
‘Agenbe
ovz'L 1p9'01 - - S09°L 9 uoH "WieaH PO - 1 e 1 PUNS SURPHUD NN
WIEAY 4O jaref 15BN uoyezZIVeBIO
- 8eL 219 - 08’y au ssidosd e Aq ey - 1 1 | UNEaH PHOA SUOREN Panun
Aunoas pooj pyom ajowoxd
pue ‘Hoddns soysiBo] pAJeIoosse
U} pue ‘spasu pooj Aousfiuaws Jao pue sebrye) jeaw
JuswdOOASP [B100S pue weibaug
0sE'L SELL - - ose's DIWIOUCOS JOAANS O} PIE POO] - SOUEISISTY UREUELIN 001 PUOA SUOTIEN PaIIUN
‘atiqnde) Qe UBLAS 94 pue LoueqeT
‘VEPIOr “YueR 15 B} ‘ding eze auy ul ssabnyas 5€3 JeoN &y
o1 pie Asusbuews pue seciales (epos *aiedyEsy u; saabnjay aunsajed 10 Aousby
000'90} 606'8E} 88YZEL 000'0} 001'96 spwaid - ! e d SHIOM 7 JOlaY SUOHEN PalIUN
“BPIMBYIOM
swajqod aabnyjau aajosal pue sasbnjau ajd 0) voRoe saabnjay Jo)
9.1'168 8ve'L02 PO IPT 1¥8'16T 0ZZ'SET & | BjeUip. - i e d D yB SuoheN paxun
Sieyy uBtieyuewnH
2Ee Loo't 068°% PTHPY §50'8 SANAIIE JBIR1 el |- o | D 240 §0 220 NN
oEg'L - BSS'E - - BBUESISSY UEURHLEWNH weiBosd juswdoeaad N
059 - - - - EsH veamy - )31y 1! i 0 WESH UedusWwy ued
Ayenbo
- - 9:0'91 - - 2 ual ‘UiERH PO - 18155y it J Pung suapiiud NN
€r11761 Uoneibiy pue
‘saatingey ‘uoneindog jo neaing
"£6-056} LioW WOopasy pue
@aead jo asne au Bul 1 pUE 810} U UO UOISSILILIOD B0 U UOISSIUWGD
vl rL 13 oL 04 Buysisas u 51 U dn 9AEB oYM asou) (12 0} BInguL. Aagpwe) [epowsy NN A19joWas (BLOWBH SUCKEN PSIN
£1L76E
SOOUAIBJUOY) [BUOHEWIBIUY JO SO0
uapezivefuQ {mind 3
£40'88 z12'98 - - - 3obpng Passassy Jo UCHIOL DS Jo Jusuked ODSINN  FOUSPS UOREONP3 SUOKEN Pajun
papunj Aoy Jo uondussag GORezIUEBI( Tusiaioen el 1uno3Y 1 neasng BulnqLIued
S00Z Ad YOOz Ad £00Z Ad Z0OZ Ad H00Z Ad

{spuesnowy ut suogiefiiqo ¢)
WaIsAS SUCHEN PN 24} O} SLONNAUINOD SN
n—:ngmohm jeuoneuagu] By § 9385 jo «:!—.Eaun




414

vZ

anoqiig
suognguiuo) oN
06u0g jo Sgndey oljenoweg
(430INN)
00z 154 589 - - "SMAIOE [ENAING PO PUE JRIUOD BHEIey Ul welbosd PUN SuSIPHIYD SUOKEN PElUf (H4S0) WiBoH ‘IZAAINS pIuD
*ased |eyeuasd eAlgoal
YA UBLIOM J0 Jaquinu By Buisealsul pue sjuepuege (4301NN)
- - - ovz - g feuonipex Bujuies Aq Ayjenow |ewsiew sonpas o PUNZ SURIPHYO SUOREN PajUN {HSD) WEeH ‘ileAming PIND
*GpUTLIY PUE Zruey| ‘eBuiAn] (0 seouisod (daNn) wesbouy
- - 658'Z - - B3] Bl U1 SIMIAROE LORETYEYAB fRINYNdLBE puny 0, juaLIdoiaA3Q SUOREN Pajun {va} souesissy juswdojanag
"aidoad paoeidsip pue saabnjas iyym Gulieap Asans (daNN) weiboly
- - - 0oL - yiesy eagonpasdas oydesBSowsp e ja uoiod e punj oy jualwdogaaaq SUoheN pajun {HSD) UNesH ‘fBAAING PIUD
“seouiaqud noj ul saojoexd
pue panaidw; Bur 14q \ {daNn) wesbarg
- - - ooF'Z - Awewid saanoe Sunereush BIICOU; @SEBSOUI O] weLidoieAaq SUOREN PV (vQ) soumsissy Juswdojaaa g
fpurung
50 AJ ut papodas Ajsnowmesd
- 90 AJ ut pauis juesd,
009 - - - - wesBaxd Buppyjes; pryz-Ruy PN SUBIPIYD S,UOREN PN S0UR)SISSY JUBLU0[3A0Q
531puaLSWa jeoipBW 10} }IOMBU OIPEY pung s,usJpiy) S,UONEN palun
5310USEIAWS (EAIPANU JO} HOMIIU OIPEY PUN S,UBIPIYD SMOREN PayIun
FINAING PIND
uueg
SBDIAIBS BUE/EW wesBarg
0% - - - - 1o Auenb aaoidwi o} Bujuten pue uawdoEASp (euBley Juswdoaasq SUDNEN PajiUn UyesH ¢ IeNAINS PO
08 - - - - £[0BUY Uf SEUWND JUBLAS3AU] B JO JUBISSESSY O4i/Ha - HUeB PHOM
vopesBipy
- - - o0y - SHURIRQICD-X8 JO ABmng o) uayezivefi dojarag
eioBuy
ey
juswdojaAa(] jeuoneulay} 1o} Louaby 's'n
PopUN AHARDY JO uondussag uonezpieBIQ Jetdioay feuld Junoooy / nesing SupnquIon
{500C A4 $00Z Ad £00Z Ad Z00Z Ad 1002 Ad
{spuesnoy) ui suopebiyqo g}
waiskg SUOKEN PRALN B4 OF SUOHNGLIUGD SN
SweiBoud feuoHRIISIU) 1210 § S1E1S 30 Jualpedsq




415

5T

{00S3INN) uopezuEBiq |BImIND
. - . - 002 weibo;d uopeanp3 PUE JYUDIDS ‘[BUOEEINPT NN
- - - 968 - wesBasd WEsH YiNoA {439INN} Pung SuAIPIYD NN {HSO) U¥eet] PUB IBAWINSG PIYD
{441} oISy} yueesay
008 - - - - Apedeq aajensiuWPY BoUBYUT fotjod poo feuogewsajuy
{daNn}
oot - - - - weibald Aoeooiag weibaud juawdoiaaad NN
{0253NN) uoReZUEBIQ [RINYND
001 - - - - weibaiy uoneanpy pue JYIUBDS ‘|EUCRRINPT NN
{WOj) uonesBiy
208 - - - - { 10} vonenueiQ [euoy
{02%3aNN) vohezweBig eIy
- oo - - - werBosg uoeanp3 PUE 24u3{Dg ‘[BUOREINPT NN
(1) sy} yueasay
- - 00€ - - FouEsisSY UBUEUELINH Aojtod pood fevoliaweluy
{dann)
. . 08 - - weiBaid wswdojeaa( djwouoa] weiBaly uetudojeasq NN
{WOJ) uoneiBiy
- - - (418 - i Joj uonEZIERIO "
{02S3INN} wopezZuEBIO [N
- - - 009 - weibalg uogeanp3 PUE DJUBIS “Teutneanp3 N
{daNn}
- - - 004 - wesBoid yuewdisaa( swouoag weiBald uswdoerag NN {v(Q) soue)sissy juawdopaaq
eidonpa
“gea pue e o} 1ybu
- 57z - - - suaIpRYD B0woid o 1odloid Snjd uonezy 104 (OHM) uogezuebi0 yieaH PUOM
“Yesy pue ay| o Wby {430INN)
- 929 - - - swaupiiyo ajowald a3 108osd §hid UoEZUNWW fo PUnJ S,uBIpRYD SUSHEN PaYn
- z8 - - - “yieay dyand uo pool 30 edwi eonpas oL (OHAA) uoeziueBIO YieaH pHoMm
“anogifg ineybnoy
sjcoyas AlBpuonas Jamoj pue Aewud ay; Ut sjeusiew
SIOUOEE) U 5HOOODL jO {332INN)
- 059'% - - - Aunba sapueb pue Aylenb ‘sseooe esealou) sjowoid Of pun4 SuPIYD SUOEN PEUUN {483) spung poddns swouoag
- - 002 - - “[esy 24gnd U0 pooy 0 oedw sonpaY voReziuefic YHesH PHoM {453) spung Loddng duouoo3
papuny NOREZIUEBIQ JeidIoay jRuly WN023Y |} neasng Buingiuon)
{6002 Ad $00Z Ad SO0T A4 2002 Ad 1002 Ad
(spuesnouw v suonefiqo g
waysks SUOREN PaUN A4 0F SUOHNGLILCD SN
sweiBold jruogeusiul felg0 B aiRlS Jo jusunedaq




416

9z

{danNn) swweibold
- - . 000's - SUOANINSU} BOURULI-CUDRY Jo Buiping Apeden juawdajeaag suogeN papun

OULISISSY Juswdojerag
{430INN)
- ~ - 666 - WwBWaIndai uieyy plog PuR SUBIpIHD SUCHEN PaLUN
(430NN
- - - - oz uenNqUISIQ v UIWEYIA PUN{ $,UBIPIYD SUOREN PBHUN
(SYMODT) sspers uesiyy
- - - - ov2's 22uBIUED SOIY SYMODS poddng: 159 J0 Afunwiuog opwouo3
(095aNM}
UOEZIUEBIQ) [EIMIND PUE SYRUSDS
‘[euoyeSnp3 SUDKEN Palun

sweBaly

LjjeaH pue [AIAING PIyD

BURYD
e - - . - weBoid yeaH LnoA 432NN

o5 - - - - Aypede) eaensunupy 2oueyug {OHM) tonezIUeBIO YieaH PHOM {IVHO) anieni SQI/AIH 125010

{daNn) iv4a)

- 005 - - - weuboud juswdojeas Juuousagy wesBald juewdopasg NN B3Iy 40} pun4 jJuswdojanag
{dONN}
- 052 - - - K q/fymeden weJBoi4 juswidoieaaq NN
(dann}

- 05 - - - BOUBISISSY UBLENUBWING weBad uawdmaasg NN (483) puny yoddng sywouoog
oL - - - - weibosg ipieay (OHM) uopeziuefiG yeaH puom
ooy - - - - wiesBosd WyjeoH {OHM) uogezeBI0 UiesH prosm
- - 655°L - - weiboid iesH  (OHM) uonezueBio YNesH PUOM
- - 0003 - - weBoid WIESH UINOA {430INM) PUN sUIPIYD NN
. - 000y - - weifold YyesH (3DINN) PUN SURIPIYD NN
- - 2651 - - BOUBjEISSY UBLByURWINY {ddm) weibicsd pood prom
. - - gzz - wesBoid WesH Yinoa {OHM) uonezIveRIE YieeH PUOM
- . - 12e - weIBaId Yiear UInoA (OHM) uogezIUEBIO) UEESH PHOM

papunyg ngzuman M jeuid JUNoooy 7 fedang BuBNGEUoy

jgeoz Ad P00 Ad £00Z A4 ZOOZ Ad 1007 A

{spuesnoy u; suonebiqo §)
waysAs SUOREN PAUL S4F 01 SUOANGUIUAS SN
Sweiboig elopeLIall] JAYID ' 812IS Jo Judunuedag




417

x4

052 - - - - ——anoqe se esocind weiboig— PUN4 5,UBJpjIYY SUONEN PaluN
WOy (tyHO)
JOJRUIPIOND SPIV [EQOID O B0
BAUBY JO B0UIAOLE WBISET
UHON U} sweiboud yieay piyd
PUE [PW3EW JO IXSJUCA BY} UIGIAA
“SQIV/AIH J0 AQUSD pue UOHUBAZIY
- 000'L - - - uj wesboxd e sy poddns apiaaud o) pung S,uaipjiyy) SUCKEN Patun
NG00V LHIESH [EANNS PING
eAuay
Buoay
- oot - - - BUS|G PUB BAUING U] SADIAIAS JIE S, 44 M 03 Eonﬂzm EEUD._& PoOJ PHOA
B0UBSISSY Juswdojersq
- - - - 58 weibold UopezZIunWw) pepurdxg sy o} poddag uoneziueBiQ) YiesH PO
- - - - o5 UBIEGWE?D UOHEZIUNWIWY JaAed MOjjaA Bl 0] poddng uonezweBi) wjgay PUOM
9829510 PUR [PAIANG DIAJD
Bauing
{1d3D) SMpsY yaueosay
574 - - - - eueyn uj wayshs Kysssapolq e jo Jusiedoarag Adijod pood euonewayu|
BUBYS) Ul SWaSAS poddng (idi) sy Lpteasey
oo - - - - abpapmouy| pue sisAjeuy aiBajens jo uoneluBwWIdw] 'd poo jeunewaju|
BURYS Ul sweshg poddng {3} PInNsu| yaieasay
- oSt - - - abpoajmouy pue sisdeuy oibajess Jo uoteswaidus) Axtjod poo |euojewau;
{1udat) amgsy) yoreasoy
- 052 - - - Bueys) ul waysis Asianpolq B jo juawdoisaag Aaijog poo |euohewsiuy
ougsissy walwdopasg
. (330NN}
85,8? - - - - 25RIFXS 11 O__DQ {euoneu oy Pund S,UsJp)iysy SLUOKEN PN
(420INM)
- oot - - - Ismiona 1 ofjod jeuoyel Jo; I PUN S,uaIpIy? SUCHEN PEULN
Addns pue Buguud sjeuaew [EE] e}
- 005 - - - pue uoleZigqow feres ‘sbugeaw Anjeiedad (euvobay pun S,uaipiiyd SUSHEN pPayun
6 - - - WOOY @2UAIBIOD SAIYNN S0} aumkiwng {SQIYNN) STIV SUoEN pelun
- - sz - - Ayajes poojq Uo Apnis auneseg uoneZuediQ YifeaH PHOM
sweiboig
YHEaH PUE [BAINIAS DY)
popung AlARoY 3o uopdiiasady uogezuefiQ juapdiosy jeusd N0y ; neasng Hugnginuoly
{sooz Ad ¥00Z Ad £002 Ad 200Z Ad 1002 Ad
{spuesniog ur suopebiqo g}
WiajsAS SUOHEN PoIUN 84 O3 SUORNGLIUCD SN
sweiBolg feuopewau S0 3 B1BS J0 Juswedag




418

8c

- - 81 - - Spiy} 5206481 UELOA] J0j uORESNDT PUN{ $,UBIPIYD S,uUDREN PejUN Souejsissy juawdoereq
swerBosg
- - o8 - - SPiy $3368J UBLOA} JO] LOREONPZ PUA SUIP{IUD 5,UCHEN PEUN YiiesH PUE [BAIAING pliyD
sweuboiq
€0 [ - - - eueiew 30} s6nup epiaoid o) punJ SUAIp|LD SUDHEN PaKUN UNeaH PUB JEAINING IO
Hew
(430NN}
ooF - - - - MEIEW U1 SWaSAS UORBUMOJU; LORUINY uBIBUals o] PUNJ $,UBIPIYT) SUCKEN PAYLIN aoUESISY JB]SESIC [EUOREWAW)
{daQNN) weuboid
- - 005 - - suanoers [eguspisaid H00Z G SUOREN PBiiun =43 puny Hoddng diwoucog
meie
suocaNGIUCT ON
Jeosebepey
000'SH - - - - SUBIRGUIOD-X3 |0 UchRIBojuay dann 483 pund poddng stwoucay
493 pung poddng Hwouaa3
Byaqr
wi1asnge Brp Guowe SAY/AIH
pue 2snqe Grup jo uopuaasid
{DAONN) swng pue
- 005 - - - Ui wesBoad e 1of woddns apiaid o) sBruQ 10 8010 SUOKEN PBKUN
WNo2Y (IvHO)}
0jeuipIo0g) SpIV (8499 40 80O
o5t - “ - - ——onoge se 9soind Webai g Ppung s,UBIPHLY SUSKEN POILN
Wnoooy {[yHD)
101eUiploog) Spiy [2q0iS J0 80O
‘UOIESIISURI |
ATH PiyD 0) 5SU30W 3o uafjuasalg
- 008 - - - U wesBoud & gy poddns apiaasd 0 pund sualpiyy SUOHEN PaKun
JUNOTOY YHESH [BAINRS DIND
Fapung AAROY 56 GOROLSSIG uonezjueBiy Juaidioay feuld Juno22y ; neaing Sugnguiuoy
500z Ad $00T Ad £00Z Ad 2002 Ad 100Z A4
(spuesnoyy uy suogieByjqo )
wayskg SUOHEN PAUUN 21 01 SUOHNQUIUOD SN
SwieaBolg jRUORRUIAII Y10 § TS JO Wwowpedag




419

6

“|efiousg JO uorbay BIURUESED
84} U} UBIPIYD paoedsip
10§ sein2iued ul YoIHUCD 94} AQ

- - - 0oz - paaye uoyendod ey) Joj BlNRY HSD
- - - - 981 1eai6ojoyaAsd pue eatsAud Bupnpas va
- - - - ez ajnqujuod o} LWeiBoid e 10j Yoddng 301NN V40

|eBauag
SUORNAWILOD DN
EpUEMY
009 - - - - SONIARYY SOIVIAIH OHM
- 488 - - - SIUAIXY STIVIAIH OHM
- - - - ooe Wawdinbs ureyd plod EELT]
elaBIN
- 0o - - - ‘Bo.d saug0saiope YnoA SOIVAIH punS SUBIPHYD SUBHEN PaNUN
. oS - - - wesboud [PoyIs-aid 02S3INN
{HSD} WiLaH pUE |BAIAINS PYLD
- - - 00t - YInoA Joj wesbaud SAvIAIM Ppund S.Ua5P(YD SUSHEN Papun
{qgs0)
waudo[aadq PUE |BAING i)
eiqueN
(SDAO) URIPHYD SIRIBUINA JBUIO
- ovi'sey - - - sishjeur Henys |euofeu 430NN - uoneziueBio NN Yvdd3d- 483
anbiquezon
- 000's - - - SBIAIOE (010D 1SN0 uopeziuefsQ sinynouby pue pood SOURSISSY Jusiudojersg
papung AIARaY j0 uondussac uoeziues.( Juaidioay jeuid junozay ; neasng Bupnqguosn
{500Z A4 YO0z Ad £00%T Ad Z00Z Ad 100z Ad

{spuesnouy ur suonebigo ¢}
waysAg SUOAEN PaJIUN 1 03 SUORNGLIULD SN
sweaboid [eUORELIIE SDIRO F A1EIS JO Juawedag




420

003

002

00t 001

00g

Gl

00t

(1274

00L

DG4

05z

ve
S0E

efewns ‘N ul weibud
JuawdoiaAap 533N0sal Jajem UBQIN ey) o oddng

Bjlewos "N ul wesbosd
Jusuxdojeasp sequnnsay Jejem Ueqn ey o} poddng

jeuejanas
{80vs) Apog uoneupioa) ply eljewos ay) 0) woddng

EI[RWOS U} si0id SBIBP0S WOFIEM BU) O) Roddns

Abojojsesed

Jojuawedag teeq jo

Ag jno pawen Bunse) AjaLisuas
Bruq pue febeuag UEeN

1O UBLIEAY BARUBAGI JUBRILLGIU)
Ppue Adesstj} paulquiod ‘|lebeuas Jo
aapiILCg BupssIS SUEIEW 1eucaeN
B4} 30 SaMAYOR eUER) 104 ‘leBauag
Uj SSTARIL UOHEUIPIOD Euelew
%' 10 OHM @ poddns Jog

15N207 1as3Q AQ PAIRAYY BILEIINEN
Ppue [e68USS Ul SPOYasHoH

1eNY JOj LoINPId ajgeraban

10) sovelsissy Aouafuawy

‘UBWOM pUE
*UAIPIILO ‘PROBIASIP By Jejnoned ug
yuos ay; A papoaye suopeindod
9y Jo} SIP0LTS Jo UCHENfIGELRI By
PUE 'BIUEPUIRE |QOYDS J0 S1el BU)
“Buuren pue Bugpes) ay; jo Ajgenb
g Buiaaudw pue Buuizuew ye
anquuoc of wesboud e 3oj Yoddng

(430INN)
U SUBIPILD SUOKEN Pajun

(430NN)
pun SUBIPIUD SUOREN PARUF)

(dann) wesBoig
JuaLLIdo|aAaq SUOREN PayUN

{(JONN) wesbelg
JusludniaAaQ SUOEN PEjIUN

OHM

Ovd

(HSD) WieaH ‘jealans piud

(vQ) souesIssy usiudojaaaq
eljewos

suognguIuos oN
8u0on ewels

HSD

vid

va
HSD

{500z A4

PO0Z A £00Z Ad

2002 Ad

100Z A4

papun g Aoy Jo uondiaseg

uopeziuebiQ uaddey jeuly

JuNoooYy J neaing Bunnquiuon

{spuesnouyy ul suonebiqo )
weysAS SUONEN PIHUN oW 03 SUONNGIHUOD SNy
sweiboug (EucpRIIE RIRQ B JElS 50 Juswpedag




421

{eUDiBaY BILYY JSIM
'100png Apead sUOESI Slp
Jo daj aig 4o uexe ase spuny ,
o8 o8 (18 1518 08 ucyesipess ojjod OYEZIVEBIO WIESH PHOM
swwebolg Jusuidopaac suoneN
00z - - - - Hoddns SUODBIe QO0Z UEKQIIEZ  PSHIUM/LOREPUND S SUOHEN P3N
{atysn} pung yoddng snwoueoy
pung s,uBJpIJ S.uoheN
- - - o0sz - SDAQ - UOYBI0KS PYUD JOj UDGENG  PaYIU/LONEPUND. SUREN Pajur
(avsn
PUNJ UiBSH PUE [BANINS PIID
- - - o5 - pooj} Aouafiiawa Jo ubyepodsuel weibad pood PHOAN
{avsn}
pun4 sougsissy juawdoEaag
Elquez
wesboid uawdomaaq
- - - 261 - JUSWWIADD 600T] S{UEE PHOM 8yl 0} poddns pus uf HUEE PHOA (vQ) asumsissy wawdoprag
epueBpn
BUDYNGLILOD DN
BjugzUR]
suoynguILoD aN
uepng
SuaRNGILCY ON
eIy Yinog
BIPWOS Ul UAWSACId W {daNN) wesbad
- - - 052 052 SWIEAS BISNI/ME JO 8j 8y} 0; poddng JusiidoEAaq SUOREN PaNUN
papung AaRoy jo uojduasag uopeziuebiQ uaid|avy jeuld Junosay / neaing Bugngiauod
S00Z A4 ¥00Z Ad £00Z Ad 2002 Ad $OOT A
(spuesnoy; ut suoebyqo §)
walsAs suopeN PINUN SYl O SUOPNqLALSD SN
sweibold [BuonEwIBUf BIRO R 6)e)S O Juauiedeq




422

Ze

NVLSINVHOIY
FEET JEaN ol pue eny
suoqnauiuey oN
VS$3/0503d
“epex) spnpod poa)

6L - . - - feuuayu; Lo uoleulou) aJmded b} wsAg Buuoliuop uresBrud pood oM

{vQ) sauEsissy usiudojenaq

BV

WISLNOG 10§ 19jUaY [euniBay
00 :7x4 [v74 0z SiT Iy U ualpiy 05 sweifoid SaY AIH 432NN
0 fevoiboy
4] 00ty 985", 1S'6 06201 0Y0d 4o uohedpesy e VUOEZIUERIO UHESH PUOM
BVE{IBAINS G3ESSID aUYQ feuciBey

050'9 £0T'L 0819 92E'6 Lo i Pue S3SEISIP PO 40 joquoy BILYOREZINRBI) LiESH PHOM {HSO} WeaH puUB JEARINS PIMD
jeuniBay eanyy
suUoINqUIIND ON
Jeuoiboy eawy jenuad)
SOIEIS §YMODT Ul SBI0p5E}
G662 - - . . feuogeu Buyagen-iue jo Aoedes syp BueyiBuens QQONN
$8E1S SYMOO3 Ul Bupioyen

- - 8 - - -flue 1o) spomawey |eBay ssosse o) HOONN o) poddng DQONN
weiboid
sze . . - - uoiBay ZepeBy u| sjogay-Xa jo d Q SUCHEN pPejun
uojuN JBARY Duey weibad
- z0 - - - 8y} Ul wruoy Juausdoars(] 8oBad LUinoA ey) o3 yoddns wawdojaasg sUoHEN papun

(v} soupssissy Juswdojareg

papuni Aoy jo uonduosan uonezZiUebIQ WAl 1Pl Junosoy / neaing Bunnquiuod
|500Z A4 Y002 Ad £00Z Ad TO0T Ad 1007 Ad
{spuesnoy) ur suopebiqo g}
1WajsAG SUOKEN PINUL S4] O} SUORNQUIUDD SN
SWeiBoad [BUORRUISIIE FIYID 7 FIEIS JO Juswpredag




423

wr's

00z

[1:18

jusuneal) s L

uoREPRIZ OO

uoyEoIPES3 vllod

{OHM) vogeziuefio WieeH Proa
{OHM) uonezieBig uiiesH puam
(430NN

PURJ SURIPRYD SUOHEN PSUN

{as0o}) eseasiq g [eaming ppuo

Y002 Ad

eipuy
1dAD3
HOWIL LSv3
SBIAOR IBAIAING PIUD -
1anu0o 1843} ofiequowoy enBusg/eueiey - OHM
LIE9H PUE [eAlIng PIUD
1oddns S{EUSjEW PUB UOKRJHBYa) {BI0S-0URAS
uaipjiyd pue {noI) uonesBiNy
JuBLLIOM LY Bt jequiod o} uby L - 403 HEDIO
BOURISISSY Wawdosasq
|auea 5343 aibeyuawIoy anBuag/RuREI - OHM
SoINdSIp JOQR] BANIB{IOO BA[OS8 (AN UORRINGIY -
Ansnput wauuet
BUL Ul JUSWILOBAUS YIOM BOUBHUS 0) SIaYIOM aleanpa (o
PUE SUOHIPLOD AIDJIB) JOPUOW (SILOPE JoNag - uoyEZIEelI0 10qET [BUONBUAI)
H0ddns S[EUBIELL PUB UCHEN[IqRYSS [BIDOS-OYMASY -
uaIppye pue (WOl uonribiy
usliiom ug Bu jequoo 0y d - o) (o] )
puny poddng JWoucIy
vjpoque)
YIng
HS3IOVIONVE
Popun3 AHARIY 10 UoRGHISeQ uonezuRBIG Wwardioay feury unoEd0Y 7 nesing Bupnqiiucd

{spuesnouy; ut suopeByqo ¢}
wasAg suoneN pIYU] ayi OF SUCARGLAUOD ST
sweibosd jeUoREULBIL] JOIPO T SIMS 30 Wauedag




424

eIssuOpU}
{daNn) wesBoig
002') . . - - Jo19y 1weuns | JualdoPARQ SUOREN paliun
(vay
BOUBYSISSY JOJSESIQ [RUOHBWEU}
{dann) wesBolg
005'E . . - - Aianooay lweunsy JuswidojeAsq SUCHEN pajiun
(D) |eewe(ddng weuns )
{430INN)
000'Z 008’1 000'% - - uoReInp3 Jtseg puny s,ULIpiyD suoHeN paiiun
(dONn) wesBaig
€26 oob'L 008t - - ssaupaledard uawsbeuey Jasesig JraludojaAsq SUOHEN paliun
(43) pun.t poddng ouwoucog
{WAAINN) usLUOM 10
00} - - oob'L - Buppoyeds -y pun Juawidojareg SUONEN Paiun
(dONN) wesboly
002 - - - - amprasesu; 39jeA 1UBWAO[BASY SUOHEN PAIIUN
{daNM) weitold
. 061 - - 005 ssoupasedald Juawabeuey 19)SesIg juswdojensg suoyeN pajun
{vQ) sougsissy juawdoipasg
(WIHINN} uakops 50
- 005°L - - - suosiag Ul Guppiyesl  pung juswdojaaaq suoneN paun
(430INN}
- 00E - - - [BAIAING piiD Ppun4 sualpiyd suoqeN papun
- - 002 - - uoguarald SOIv/AIH {OHM) uoERWEBIG UiieaH PUOM
008's 009'% S’z 000'Y - alneay) sy L {OHM) uoyezs 'O WieaH PHOM.
oor'e 008°Z 05z sy - voneopes3 o#od  {OHM) uoHeTIBRIO UiieeH PUOM
{430INN)
(1743 r4 oo¥'L 008"} - vogesipes3 ojod Pung SUIPIYY SUOHEN PSRN
{HSO) YHBRH B fRAIMNG PIYD
PapunJ AARDY O UORALOSaQ UOReZIUEBID JUaid|50d feuld noooy 7 neaing BupngLiLon
|so0z A4 7002 Ad £00Z Ad 2002 Ad 00T Ad
(spuesnoy) w1 suoyeBiiao §)
waysAg SUCHEN PAYUN BY OF SUOKNGLIUOD SN
SWeiBOLd [PUOHRWISWY SBYI0 B S1RIS JO juswpedaq




425

SE

"SYO0qIXa} SoUBIS pue yjew Aepuoses pue Aewud

0 uognqusip pue Buguud ‘Bunpa syoogwxe) yBnoiyy jpung
- - 000'6 - - S0lAIES UONEINPR Stseq 0) Loddns JBIPELILE BPIALLY 083NN LOfPNASUCDRY PUE jaiay bey
40 vojnQUISIP pue Bugulsd ‘Busipe S¥00GP®] YBRo.ILY soueISISSY
- - 000} - - OIS UGHEDNPS 1SEq O} poddns J)elpeluw apinalyg 0O2S3NN juelwdoEaa(] |BUCHELWSIUL
Uiy 21584 JO LOISIACK 8u 10
‘poddns spiacud |0gues gjjeqru pue sdwnw ‘uopeuiwEs spung
- - 000°0t - - SBjSEOW SO} nez| I IO YHESH PHOM wesBold YHEaH PUE [BAIING PIUD
i3y 2(58q JO LOISINDID 8y} JOo}
yoddns apiaoxd [0HUED ef|agru pue sdwnw ‘uogeuiu 1t puny
208'y - - - - sajseaw 0} ez) t 0 YNESH FHOM UDIBNIISUTIRY pue (PyeY bei|
Buiddew gi9) pue Buues
SIBYOES 40 UOSIAQL “LININDILND JO UOISIAGS *SIO0UIS JO
uoyeniqeya) "ubiedwed [ooyas ) oeq pides g yBnaiy Il pung
- 009°Z4 - - - $301AI96 UOREONPS G158q O) MOAdNS SIRIPBIL; SPINCIE J30IN0 UORINNSLOORY puE JoysY bet
Buddew §19) pue Buiues
$184229) J0 UOISINKID 'WNINOWING JO LOjEIARl “S|00LDS Jo
vogepiiqeyes ‘ubiedwed jooyos 0) 3aeq pides e yBnoy 1 puny
- - 000’9 - - Se0jAIBE UOEINDE Jiseq o) poddns SiSIpewIL BPIAGIY 430NN UOINISUDDEY PUe Jajey bed|
buddew g1 pue Bujuen
R1842881 JO UDISIAGI] “WNINDLING JO UCIIAR) *${00Y3S O
uofejigeyss ‘ubedwes jooyas o yoeq mdes e yBnaiy quesESY
- - 000°'L - S$3IAI9S UORDNPA DISEY 0) HoddNs SIEPSLILL apinalg J32INN JuBWIdOjeAa(] jeuoHeWwSluL
SE0IALDS {puny
- - 8 - - uoienues pue Addns Jaiem 'Yiesy Jiseq spaclg 43DINN UOINASUCIBY pue jaley bes
bey
{0v3 @ papun; Ajjequad jey) Butpuny
00s's - - - - {Euawaiddns Iweuns ) weiBosy BZUaNYU} uBAY ov4
00z 009 o5 009 114 wesBold SUEIRNNS 0l10d  (OHM) tonezeRio usieaH PROM
- - - 005't - {tg3) uonez| 40y wesboly (OHMW IO UeaH PHoA
{0OAL Ut 0OO"0S¥S PUE B6AL U 000°00FS PerEByg) {432INN)
oce - oog - - UOREZIPO] HEG IesIaNU/SIepIosiq Aauaroyeg INIQO! PUMTJ SUBPIUD 5UOHEN POHUN
{4321NN}
062 00L - - - E|SBUOPU] Wajse3 Ut weabod eueten PUNJ S,UA3PIYD S.UONEN PN
(HSD) uleeH pue |BAAINS piyD
Papun GIARSY JO UoRdNoReq uoRezjueBiQ jeidioey 12Ul unooYy J neaing BURNQLIUCY
S00Z Ad $00Z Ad £00Z Ad 2002 Ad $00Z Ad

(spuesnoy) u) suayeByqe $)
WoysAg SUONEN Pajiuf AU} 0F SUORNGLILOD ST
swe;boug jeuoneusau] s P el o suswyedag




426

{vQ) soumsissy uawdojaaag

- oDL - - - 1edaN Ul Kupiod sojseoly uojeziveflQ yyeaH plOM
PN SUAIPIYD SUSHEN
o - - - - SBUITBA 1dQ d PajuNAO] ] uanep pajun
YeSH pRuD
jedaN
0200HON
5ot - - - - UONEDIPRIB PUR [ANVO0D BZUBNYLY [GOIS) ov4 vQ40
juawdojaaap pue Lueasal uopeziuetlio WIeaH pHom IedH pue JBAING PIIUD
ejobuop
NONvE31
50V
sinuaidiauy swweibug
- - - - frd jiwes pue ooy sof Bujwes) ssawsng o) poddng JawdoEAaQ SUGHEN POIUN
'81-01 pabe yinok
104 S{Ipis g pue ‘uoy oA
- - - 005° L - Buacudwt U $B8N00; 1aloud JuawAojdwaun yno pun4 suaipRYD SUOREN pagun
‘JUBWIEIUE JO 3SNOH JBMaT) swweitialg
0oL v YN - - SUBPIOf Ut UolUN Jelielardag sy 10) Biping Aoedes BWdoASQ S.UCHEN PaKUN
‘uauoM {WAJINN) Uatiops o) pung
oor 522 - - - BunoA jo0 s)pys ASojouyde} uogewuo ayy aacsdwly juslwdoeaaq SuoleN paun
{453) pund poddng snuoucoy
uepior
UOHRUIRIOND JOUOp f pung
- - 000's - - 40§ UMy JSTuL JONIN 3u) Hoddns o} UoRNGUIUOD apiAcId daNn UORONISUOIAY PUE (I8 beyj
ungyay Uoisuad g 19N A9ES leos | pung
- - 000'G - - 10} PUMy STUI L U2 PHOM 5U) OF UGHNGLIUOD BPIAQI HUBH PHOM UOROTISUO0RY Pue jaliey by
popun KIIARSY jo uopdusag uopeziuebio weldioay (Bul) jungooy ; neamng Bunnginuosn
5002 Ad $00Z Ad £00Z Ad 2002 Ad 100Z Ad

{spuesnocy) w suoneBiqo ¥
waskg SUOREN PIYN oY) O} SUOHNGILOD St
sweiBoid jeuoneilIag 24K F 330G jo ewpedag




427

i

aoUus||IPAINS [SUUIS SOIVIAH

- - - - ove JeuoeN usyqers? of poddng uonezueflio WiksH PLOM
Spungy 8$£951( pue |BAAINS PHUD
saudalyd

uEjsiied

000'h 008 - - - u wesBaxd oy go|noes  (OHM) voneziuetiQ UNesH ppopm

000"} 008’ - - - "shied Ut 33UBYIBAING Oljod 4 SAe uojeziunuwi LIEN  (OHA) UOHEZIIEBIO HEaK PHOM

(430NN}

0004 00E - - - ‘spied ui o10g 40 sheq uogez) LIeN PUNJ uB4PRYD SUTHEN PaANLN

NN Jo {ov4)

£6€'? 096’} 17 - . aInnauBy PUY U Woyeinaly Kueaod uofez1ueB0 aunynouby g poo

{dann) wesboig

- 006' oL - - D Iy 1STU) UoNjoAaQ @ SUOBEN PaIUN

B0 jeunyny

- 000'L - - - weibaid uoienps BYIea) PLUE 2YHUBIDG ‘[BUKEDNDT NN

(3301NN)

052 - . - - 180405 AlRUING SUIO JOJ UOIBIUES 3 JBIEM pUN4 UBIPIYD SUDKEN PANUN
ueispied

weiBoid
ogh - - - - S)YBrY UBWNH JO uoHOWIRYY pue Buj juBwdo@as SUOREN Palun SuUoNEUSQ PUE YIg

weubosd

- . se - - jedap J0) weysAg uoy 1 uE) { d  SUCHEN PN
[{£Ta]
BILEISISSY JA}Ses(] [euoneLUa]

sbry

URWNH J0f JBUDISSIULIOD

00L - - - - feden ul siubiy uewng Jo suohenys ay) buvoiuop UBIH Jo &0 SUoNEN panun

wesboig

- - SE - - 1edaN JO} WeSAS vor 1 e 4 Q SLOJEN PIUUN

wesboid

. ozt . - - SIS HAID U d: § SUSIOA Q) SUOHEN PORUN
papunj Aoy jo uopdiiosaq UONEZIUEBIO JUITIOY feuld Juneady | neaing GugngLIuos

500Z Ad YOOZ Ad £00Z Ad 2002 A4 1002 A4

{spuesnotp ut suogetingo ¢)
wayskg sUOEN PaRUN S 0] SUCUNQIHUCD SN
swe)bold [eUORRWIIUE JARQ B 21TIS §0 Juawliedag




428

‘BAyog ‘aong vt Buiping
8L - - - - pnog awaudng ay; o) waysAs HUnoas e Jo eseyundg daNn
zed e 30 sebung
2 pue eqUegeLsoD jo soidal | auy} uf seunosasr
oot vl - - - [eImeu sy j0 1eiau) pue i DQONN
s0id04 | BQUIEQRUOCD
Bl Ul uoieMpela eaad jo ABajess ay) o poddns
- - 008 COE oty uy sesudisjuaaiaiw o uogoward pue Buier roqe DAONN
2ed en jo sefiuny sy pue soldar)
(1ov)
- - 054y Yov'e [=:1%4 DA0ONN | Brupiguneg uespuy
#ao8
UEBQILIED B4} PUE Souatly Le]
{daNn) wesBorg
00z - - - - Buipiing Aypede) siouncyg {8007 - uojezy qQ Ll d SUDHEN PafiuN
{daNN) wesBoid
- £or - . - UOREZI[EUSDA PUB UBIOA ualudataAag suaneN pajury
weibasg {dgnN) weiborg
- - 00Z'L - - poddng juatdoersq feaa pue Lanezy a Q SUHeN payun
weibosd {dann) weiBoid
- - [ 1:14 - - yoddng (G IEQ0"] PUE LOHEZ]| a Juswdojpasq SUOTEN papun pung poddng anuoucey
NIW3A
YZUO HNVE/M
WYNLIIA
WINYT S
Pueiiey L/ YWNG
Spooyy auiddiiyd Q) sucdsar
sz . . - - pue sauel) aseas(p O WEsH PHOM
spung
SUBSISSY JOISEsIQ {RUONRIWAIY]
pepung >|=>_«u< 40 vondussagy :gﬂ_:nm.o Uity (eul4 unoany § neaing Bugngriuo)
{S00Z Ad Y002 Ad £00Z Ad 2002 Ad 100Z Ad
{spuesnoy) vl suonebigo ¢)
wasAs SUOHEN PALN 24} OF SUORNGLIMOD SN
sweiBoid JeuonelssIl) SR ¥ KIES 0 Juawyedag




429

BE

{dOHNN)
suoslad saafinjey 1o} JeuoissILWOY
ot z0) 91 - - paoe|dsiq o) sapunpoddQ [B100G PUB Jweuoag yBiH suoBeN pspun
2661 9e9't - - - suasiag padeidsiq o) souelsissy poot {d3m) weiBoid Poo4 PO
(WO} uohRIBHY
L1 98144 596'6 ' - SaNIALIE PO}E|SS PUE SUOSIa4 paoeidsig o 0§ UoyEz) 0 )
(430iNn)
- - 050°b 0044 - suosing peoe|ds|q Of SVUEISISSY PuN4 SUBIPHLY) SUDREN Payun
{dDANN) uoyuaralg
12r' yeT'L 989 +oe - saiade aajonpaid jebej Buusisoy pue januod Brug Joj 830 NN
(WO!) LBy
01T's sgz's o' 612 - §58001g 90BA PUE WBWIEBEUBH 11UUOD Joj UoHEZIUEBIQ fEUCHELUBIUL
(dOOGONN) LOYURABI BWLD
- 9.2 - - - BujueyiBuains souelwascs) eao pue jnue) Brug iy 2am0 NN
° (10v) pung
| SOHOULRUWRUNCT UeSpUY
erjojay
SBWWD di} jo Ayunduy aseasosap
zze - - - - o suabe uoRnaestId PUB JUBWSAIOE ME] WES] uoyezIBUBIQ) JOGET BUDHEWIL]
sonyedoiunw
uelrzeig pejoaies uf sesadind uogeyojdxa jenxas
- - +SE - - 10} SJUBDSIIOPE Pu. BRI Ut BuIEs} Jusrald uogeifuelQ) JOgeT [BUOHEIWO)
spoa{tud UDHEASUCLIAP UBjJ DO
IZRIVGIAD 9 wawsdu) Z ‘1zeig wesbold
00€ - - - - s Agnioe (ieel ) aueiap) W2 € Justuajdul “, uBlidojeABq SUOEN peyun
uejd UoRIE jITeIg / (JIAD) weubosg ABieug weasbord
- osz - - - 12q010) 8i1 dojaARD 0} BOUEISISSY (EOIUYD ) alLdoRASQ SUOHEN PIUUN {vQ) souessissy wawdojaaeq
UOISSUT 185%BLL 2INSUA O} j0j3as eaud
- - oy - - ym safipuq pue “juswAcdus 1211 jo uogesedesd Yo uoneziBurlg Joge jeuonewa|
weuBasd YNoA
WS-V S,JZRHYAIVSH J8pUN ‘Yinck Buolwe uoguaaasd
o saofoesd 159q 31eoydos o LINCA UeDIquIEZOK Q53NN - pung aunyng pue
- - - 0oL - ue IS SUOREN PaUUN
ose OHYd (HSD) WieSH PuE [eANINS PRUD
zesn
52 - - - - ‘Jusuidoteasp ABajens Aued (eajod Ui asuelsIssy va/daNn (vQ) aouEsissy uswdo'|areg
YieaH 0 Ansiuiy
- - - 059 zat U} 0] BOUBISISSY [EOIUYODL. PUE Y0IBAsOY BUBIEW OHYd (HSD) WIBSH PUE JeAING PIND
PopuUNy ARARDY JO uoldosa( uvogeziuRhicy JueidIdy feuld JUNo23Y § ARAING BUBNGIKUCD
|500C Ad YODZ Ad E00Z A4 2002 Ad 100Z AJ
{spuesnoy; u suonedyqo §)
weysks SLONEN PANUN ALY €F SUOPNGLIUOD SN
swribBoid {euogeusalus IR0 § AMS Jo Juauniedaq




430

“sAQAINS pioyasnioy 0 WajsAs

{900) gjewalens Jo JUsWWar0)

awweBaig

- - - 00Z pajesbau) ue Jo wowdoieASp 3y} 20y Hoddns apiaced 0] *(INY) NS Ul HSHES (BUOREN Juawdojaaeq SUOKEN PajIUN
ISSIIWOD I ed easly 1SS Ted (120514 opoRd 80} awwesfiarg
- - - 05 ook aU} JO 1BLEIOIIAS BAINDXT Ay JOy HOddNS dpiadud bl 1€2514 Y1 JO Jeu q SUOCKEN Pajun
“‘uotjeBrsanut
lonued YBnoay) Auue el pue ‘ajas
sU} *Aj9100s A0 Buowe sdiysuoneies ayy Buuyspas sop (oo awwelBosg
- - - - e seayjed 34gnd jo uogenwe) aly o) woddns apoid o) Ue{RLIBEND) (€00] B) OSOVTI Juswidojere() suojeN peun
(dW3) |epuapssaid JoAe opes3 oY) ecerda jm
Aflenjuans suopmysut asay) Buiuten pue aouey {avs)
E2UYY walp apircid pue (3vS) jeuy sisheuy 3bejens jo pue {Syvs)
21BaBAS jo pue (SYVS) Aunoes pue LogensiLipy AUno9g pue UoKEASIUNLIDY (3vs ‘syys) swwesBold
- - - - DEL 10 SjEUBIAIDS {BRUIPISEId Mau au poddns o) jo c  SUCHEN pElUN
{353) puny Woddng snwouos3
ejewoieng
10penies 13
Ll UoHEINPA (00425-3)d pUe PAOYPII
Apea jo sypomewel Ruonedo
433INN
- - - 680"t - pue feuonnsu *Aagod vauiuang = pund UDIPJIUD S,UCKEN PRI {vqQ) =oueisissy uawdoesag
10peAlES 13
18 - - - - *sjooyas 2ifqnd Ul Bjo) 540399s JjeAud
Butuyep pue anBoteyp Axiod ut isissy emysu} JUEg PHOMSIUEG PHOM
uoiezuefiQ )eaH uvestisury
- g2e' - €28 - Weold UDNEZIUNWL] Bl 0} BOURSISSE SPIADIY wed/LOREZIUEBIO WIESH PLOM
{HSD) WiEaH PUE [BAAINS PIND
AHKnday uenuILOg
{YHOONN) sstegy
siosiad UBUEJUBLINY JO UORELIPIO0:)
042 - - - - pave;dsi(] Joj salunL0ddQ [0S PUE JJwolos3 10} AOYY(y SUSHEN PAIUN
papuny Aoy 15 uondyasag :o_«unwcmm._o uaidoay ey Junoaoy { nesing Bugngliuoy
SO0Z Ad $00Z A4 £00Z Ad 2002 Ad 100Z Ad

{spuesnoy ul suoyeByqo ¢)
WwajsAg SUOREN PaJUN BU) O} SUCKNGLRUOD SN
swieaBoud PUOHRUIBILE LAYID § S183S O JUBwedag




431

- B £05 - - UaIPYD SAARLDE) J0j BUBIBAH } YHBIH JO0UIS 430NN
sugndsy
R R . 0sz - UBDUALDQ AL 0} UAIPHLD UHEH Ja Bubpyel] 439NN
{vQ) 2oug)sissy awdoaaeq
ey
- 09 - - - eurANS w Buipooy oy
osuodsau by suoiesado jeyal Ky poddng pund s,uipyys) suUOgeN payur) {vQ) dvuersissy juawdojaasy
BURANG
wesBarg
- 000'L - - - *BIMO} JO SWAHDIA Joj poddng 94vd jaLwdojesq suoyeN papun
"SB0IAIDS 3By JEjUSLL swuweiBorg
- - - 0og - puedxd 0} yNeSH 40 Ansiuy uefewalens) Sy) poddns of uleaH 30 Aysig juBLKIO[3ASQ SUOTEN PSYUN
(va) soumsissy juawdojaaag
. uod (WO vonesBiy {SAONN) seineg
- - 009 - - PBULIE 84§} JO SWIDIA 10 SMOpIMm Joj weuBoud Buisnon Jog uopeziueflQ jevogewaiu paloid 0 eaO suoleN pajun
‘A5) et yBnang weisis uoysse @sy SYO0
002 - - - - LB[BWIIEND) GY] SO} SOUBISISSE (ED1UY0S] SPIADIG |eunqyi] feiope;3 ewaxing DO - 5aje)g LESPBLY o LogezueBio
"SBWEY palalE SU) 0) SEIIMIES yjieey
1E1usW 3pIA0Id 0 pue 94y Aq IN0 palUed aq 0y £00Z swweBag
000't - - - - ~ 5002 18qWAI0AS jo poyad ay) Giimnp suopewnyxy 94v4 aWdo[eAaq SUOKEN Pajun)
ejewaens u Asod
- - o5t - - Aunses uazyp pajeibajul ue Bulsiqeisa Jof poddng 209 {4NN) uopepunog suoteN pahun
'§53001d 308 AL {dONN) weiboug
- - ESS - - 10 1oddns U SaAIOE 10 uoleluswWaldW au} BeNPE) O | 20D jusLxdoiaA3Q SuaeN pajun
efewaieng ui Aoyod (WO uopeuBiy
- - [453 - - Aunoas ueznp peleiBaju ue Bu 509 204 vojezIueBuQ jeuonEWRl|
‘Wwa)sAs uawnocp Ayuep) feuoHeu auy) of (S0}
- - 0S0°L - - Pa)E|a) SLUOJAI {BU0ISSDIBUOY JO) SOUBISISSE |EDIYDa | ss316u0)) SN UL o uogez 0
awweibalg
- - - %Y - SIS LRlEBY [EUBL PIAAI] LEVE] juewdopAaq sucteN pepun
SHUAITS Y}BDY [QJUaLL PIJeIez PUB SUBTEWINUXE Up [GE2))
pebebue QON {200] € (D3va) 9 Jo uoj | 1 4 e (D) swweibory
- - - 0Ge 000's jeaBojodoigiuy oisueiog ey o) poddns apiaoid o) Ji8UBIG UBlEWSlENS) Juoukdoipas() suoeN paiul
Popung Aoy J0 UoHALoSeq uopeziuebiQ Jusididey jeuld N33y / neaing Bugngiquo)
S00Z Ad Yooz Ad £002 Ad 2002 A4 1002 A4

(spuesnou} uj suoyebgo §)
uraySAS SUOEN PSJUN 3 O SUOHAGUIUOD S
swieiBosg ferogruIeu| J0YI0 R a18S j0 juaupedag




432

of

nag

1o9laud voneloge|oy

yauessay CONMN-OHY
conan
Ui SBA8] |B20] PUE 31} OONGHA Ul 510A8} [B20] PUE 31ElS
sy} 1k spefoid yaieasay suoneiade ioj pue yoiease) {HsD)
[$241 h - - - AL weysisa) Brup sjdpinw jeuogeu uedep Joj woddng uoneziuelio uliesH uedLaly vey JUNodoy L|BSH Pug {eANg pIuD
oopay
- - - - ool 1einid 10)id suopsurl | Aewug 432NN BpuN4 3528510 PUB {BAING PIYTD
“sjooijos Aiewud 4o |8As; | apeub ey Bupaiua
UBIPRYD JO 1949 SSauIpear BY) sraidws o) yoeford joyd
© juswiaidun ) JIDINN Ly paauped E0lEWET/QIYST)
- oez - - - “100f01d 10lld Suogisue t Arewud 43DINN punj 2ouEsissy Juawdojaraq
eajewer
uoiebiyy
- 98 . - “ sagiApe uonueaasd seysesiq 10} uoHEZIIEBI fPUOTRWAY|
i uonebiy
- 8 56 z81 PBE'L aueswiny Aq paoeidsip adoad o sjoafoid Buisnoy 403 uBhEZIURS;C jeuCHEWE}
SEANPUOH
925 - . - - “saded ABR}jENS UOHONPEY ASAC jBUONBN dann pung Poddng omcuosg
“spefarg
. i - - - JoysEsig ¥ d daNn pund woddng olouoos
“spafoid
sz - R . - sepsesiq ¥ d daNn sSpuny jsiY SUEDLLIMH
suogesi3
siz's - - - - d pue aAyejsiba ‘esa jo i o] danNn pung poddng ogwoucog
0oL - - - - SdONN (v} oumsissy juawdoaag
SZE'Y - - - - SdONN {453) pun4 Woddnsg Sjwoues3
uwopeziuebi0 usididoy jeuid JUNOJ2Y { NeaING DUNNGIILOY
9002 Ad P02 A £00Z AS T00Z Ad 1002 Ad

(spuesnou s suoeBiiqo §)
welsAg SUCHEN PANIUN Sy} O} SUCHNGLIUDY SN
suresBosd eUORBISIYY JBLRO F A|S Jo Juawpedag




433

bid

Avesoowsq
ueaqOlE)/EONaUY Upe]

569 05E'L - - - YHBBH LIOGMAN PUE [BLUEW
8% - - - BARERIU] SISEISIQ SNORDBJU ESLBUIY YINOS:
asl ooz - - - SWwaIsAg UojEULOY] LjesH
:144 009 0ge 008 098 LGSy JORS WIeaH/SWSAS yyeaH
009'L S09') 58Z't el ;o413 N
468 9L 819 (124 829
- - (447 oo0g oG AJEpan [eweiey
- - eve osk z5L SS8UJY POOYPIYD JO JuaLwaBeLeyy pajesBajul
- - @ [ vo6 \ 0 UyeaH ueoL ved {(HSD) WIERH PUE feAwINg PO
Bieay UBIGQLEI/RILBUWY URET]
B200 JO UCHEIIPRIS-0INE BY) januog
- - L6 - - u sjedoiued o) Buleaibe sanUMWLLIOD Ll Mad J9i55e Bruq [evonewasu) suagen pesun {1Dv) aanentu} Brupigjuog vespuy
UOISSILIWOD wesboig
- - 00z 005'L - % Wy ey o 6y} ja poddns 1wewdojaasq) SUOEN pajn {453} pund poddng anwuouosy
wesbog
- - - [i74 88 w4 APBAO Ypno; aiy} obeuruw Juaiudojers( suoneN papun {vQ) souesissy juswdopaag
uiteay sajonpaiday {430INN)
. “ . - Gl uo o3 wesbaud uoEaK ] PUNJ SUPEYD SLOYBN Pajun
SUDIGR) DAY Ul SIBUIRD) J0) IFUFD SUN0STY weboyd
4 - s52 - - Jo uojejuauraidivg Jog ualeaNp3 10 Agsiuiy o) poddng juawdojaaaq SUOREN PaRUN
sa1) 9Bk Japun UaIpIya Ut eluBUE ASUBIOYSP (430NN}
- - - - s uos pue vogunulew duosyd Guonpel je paune 1osoid Ppund S,U2JpiYD SUCKEN papun
we;Boid
- ozZL - - - aneniu; Bulysem-puey o3 Hoddns. Juawdofeasg SucneN papun
SIUBIIYSP JUBLINUOIW (430NN}
082 0oy YOL 188 002 R UOTUINUEEW JusAB:d O} AANOE LR Jo} BOUE|SISSE pun4 SURJPEYY SUOHEN Palun {HSD) UiReH pue |eAIANG Py
pepuny ﬂ_>=u< 30 uopdudsag uopezuebi) Jusidoey [euls No30Y f neaing BupngLauos
SO0Z Ad PO0Z Ad E00Z Ad Z00Z Ad L00Z Ad

{spuesnoy; u suoyeBiqo §)
wWasAg SUCHEN PANU(] By ¢ SUONNGLIUDD SN
sweiBosy feuoneuaiul JaYIQ B 2IE)S jo Juswpedag




434

144

oERUEiO YIEAH PHOM NiY

a9 - - - - SISONaIAGN | US FdUAIYUOD jeuDiBey
pos . - - - Buies; sisoinauaqn L uonezueBlO Uiea pros NN
} g9 L - - uonEzZUehio) L2 PHOM NN
00e o5y oo¥ il 1> {Qqp eseasip ASuAYIP SUPO! BYEUILIR OL 30NN
[euoiday
. - - - 005 uo\Bay ey; Joj S|enuey; Bunoye ) -Hjuy dANN
{spuny reuoibay woy} euewioy
. - . . 0002 wesBoud poddng jusurMoldiz Yinox dann
BjUOpIoRY
_ 051 . - . UBILIOA J0) SBsSED Adesalr] 301NN
- o5y - - OfL 1t wesAs Bujwsm Apey dann
oAOSOY
N N - 004 00e wewdojeae( Aunuwo) - weibag eystenyo daNn
. - ¥G1 - 0z wsysAg Buiue s Apeg danNn
eueBing
. . - 0oL - Pasu u uIPIYD 430INN
Biusog
{833V}
S8jE)S onjed ay} pu adainy
WBISET JOf BIUBISHESY - adaing
EjSeIng pue adors
‘uoibas $OI0 2 J0j WasAs
uoleiSIuiIPe XE] 8} AW 0} DY L HYD O} BouBjSISSe
[eoiujor) Jo uaisiaud BL) paAIOA) AAIDE SIUL
(Ov.1HvD) agueg saueisissy (daNn) wesBold
- 00€ 9z - - wojoy JOPAg jerousuly eoluyre | jeuoiBey uesygue) juswudojaaa(] suoneN panun
{arsni
Ppun4 soug)Sissy juawdoeaa
1euciBay ueagued
- a0z - - - uoHUBAAIH SAUIOIA [ediHuniy uoneziueliQ Y)|eoH uesuaury ued {vQ) souesissy Weludopasq
papung AIARSY jo a uoyEZiuEbIQ ) [N uncooy / nesing bugngpjuo)
S00Z Ad FO0Z Ad £00Z Ad 00T Ad 1002 Ad

(spuesnoy; us suonebiigo ¢}
wieysAg SUOREN PayUC) 24 O} SUORAGIZUGT S(
swesboud {euopeuisiu) 12410 9 39S jo Juawuedag




435

-4

a0t - - - - SNSEIN@D YUON iy ui wesbard uononpay ¥siy auy 430NN
00Z - - - - snseone) UKo ey} Ut welbaig poddng (e1308 432INN
snseanen
006 - - - - YUON 8t Uf LOPeZIUnWW PIyD/eIe) thieaH Aewpd 430NN
008’} - - - - ioquod g1 OHM
. 000°L - - - INOA 351 YBIH J0j $ADIAISS U)ESH aARNpoIdsy 430NN
- 00E2 b - - joauod g1 OHM
- - M - 0084 jonued g1 OHM
eissny
e PEZ 208 - - |anuod aseasiq d SUIDEA pue 1 431NN
. . - 00z - {eaddy Wbnouq ov4
. - - - 0LE Aunoag wieyd g supoeA 432INN
. - - - 00l suoperado ueld ddM
- - - - oEL Jesdde Enaig Ovd
N - - - 0o pun; SOUBlRHIS dQl dann
eiBioag
weiBo)d SnUBjog Ul S|BUDISSB)aIY
oo0€ - - - - {22IPAN SAIV/AIH O SPISU au) Buissaippy OHM
sruepy
- - - . g aey yeaH Aewug 432i1NN
. N - - 05 SuoyRIedo Bue|y d4Mm
- - - . 12l Ajjorden uotioe sl [euolEN daNN
uelieqiazy
00T - - - . swajsAg juewwsbeuey Aduabiaws i) poddng daNn
N 005 - - - palaid payesey Ut Aunwwa) payesba; 'vgo dAaNn
weysAg ssaupaledaly
- - 058 - - sapsesig evogeN o) poddng pajeplosueD daNn
- - - - 0oL WO ddm dim
TuauLY
L JHAOS
JoulioS dy} Jo d1elS wopusaapU]
oy Joy aouR)SISSY - £ISRINT
ZezLl 9zH's €I6T 0001 Fr44 JualdaEARQ feUNLILIODIG daNn
snuasy
pun4 poddng SHuOUEIZ
papuny Qzﬂi jo uoliduosaq uogeziuebiQ Jusidiony feuty junooay  neaing Bupnginuon
1900Z Ad F00Z Ad £00Z Ad Z00Z A4 LOOZ A
(spuesnoy) uy suchebige §)
w3lshg SUOREN PANUN 24) ©F SUCHNGLILOD S
sureaBoag [euofeWwIMU; B ¥ AEIS JO Juswedag




436

of

0oL - - - - Qi aeury
09 - - - - 1 U0 soueresund [eusisiuy jeuciBay
oS - - - - Q Aoy jo 1% Buer] s L
- 00L - - - aqQ) ejeuwz
- [ - - - Q ey jo 1 7 Buiutes) s 3
- - [ 4 - - BOUAIJUCD G [ELASIHW
- . 6% - - {Qqi) aseesip Aousoyap ey
- - - oot - (aaqr) sseesip Asueroysp
ot - - - - Ao uespife | - Aaning
Auo ueyszABMy; v
5 - - - - q Aoy jo uoy 1, g Buies) sy 1§
0o - - - - Ao uegsysezey ~ Aaang
913 - - - - G Aoy o uoy 11§ Bupes} st 1L
- zsL - - - uejspyife ] pue ueISABIAY U epeien YRR |10y
UBSIIBUIN Y
. - g - - Jo1ekejen Ale w AiELOR PIYD JO sBsneD
- - LE8 - - umsABIAY ut sueien oeq oy
. - +eE - - BISY [ROUIT) Ut [RAUOD SISOINAISAN |
- - - sze - BISY [RAUDT U} [AJUOD §
ugsuauNng
- - - 004 - Jo jedajap deqa uf AlieLoW pYYD JO sasneg
UBISUBUNPIN |
- - - or - uy oy NH pue Bu)
- - - 000'L - welBoud JuaLlsaau} uondy Anwo)
- - - g - asnqy Srug jsuleby ubedwe?) ssauaremy algng
. . - - [ UEJSIUBLNNY UL SRIARIOE SAIV/AH
- - - - 0is ueispife ) Ul vy Aunoag poo pue Apaeis
000°t . - - - wesboud a1
N 005 - - - weibaig g1
- . 00L - - weibag g1
- - SLE - - walad Adilod By
{wsieyrsw uoneusWwaldi WANVSH
- - - 052 - e se Juelb efaiquin-QHM Papun-qIvsn) weuboid g1
- - - azg - y2afaug Aaltog ainynouby
‘papun. AARDY JO UORdLIISa0
5002 Ad Y00z A3 £00Z Ad Z00Z Ad 1007 Ad

430INN
OHM

OHM
432INN

OHM
OHM
330INN
Nueg PHOM

301NN

OHM
430INN

OHM
OHM

430NN
OHM
OHM
OHM

430NN

daNnN
dAaNN
d2000 N0
SQIYNN
danNn

OHM
OHM
OHM
Elaly)

OHM
daNn

[euoiBay eiseiny

euc|Bay RISY |eUaY

sueaNn

uopeziuebIQ Jus|diday jeuld

Junodoy | neaing Bugnguuo)

{spuesnoy; u; suojeBigo )
wajsAg suoneN PalUN ayY) 93 SUCANGLRUCD SN
sweiBold [RUORRWIGIN| 3RO ' 23ES O juawpedag




437

iy

JUswulisue
2y} BAIBSUOD puUE SAWODL] BseaIoU; ‘s1eBuny {vauvo seary
@oNPaJ j8Y) YouEesa) FUNCSAl JRINBU PUE [RINHNIL6E £aQ ey bt yareasay jeinynouby
005°% 005'% osv'L 008"} 008'L [Biaretsinw yBnaly; ssonod § seibojoulod) dajpasg 40} 133Ua7) jeucRRWBI
(guan
! JuaWIdoaAa (] PUB LORDMASUOISY
iz 000t 05z - - SUNONISELU) BIBAUCHMGN 'SUodas ssouisng Buing 20) Yueg jeUOHEILSL|
d pue "Bujules “yasessa leanynopte (1 Wogsd)
#89'cL 829'11 - - - SISU0 PUB Ainoas pooj La Buisnood ucheBiy stsud g Aundeg pooy
pue ‘Bujutes ‘yareasas eamynoube {twogesy)
- - ZvL's (-7 05T yBnoiy; uoyeBul siSUa pue AYNSas poo) uo Buisnooy WA SIS0 § Apmosg poog
. stauognoesd
pUE RI0UOP JO} 5100} J0 JuRWIdO|aABD PUE SsaulEPING
JOUOP JO UOHRUWBSSIP “Yaseesal uonoe ‘Buiusey {dv9D) ;004
B - 008 - - BRI PRy 2y} PIng 0y Spool oignd 1eqoil sepiAcid oL 15155y 0} dNOID) BALEINSUOTY
uawabeusw exnosal [{a]=2%)]
- - 0g - - [eJnyeu pue 1q Joj poddng Ay uo dnoscy aay o}
HYNSH Apsuugy
(Id3IVSEd) Yeesay jiminouby
JeucnEN J0) NS |RUCHEIB}LY
sdoso pasauibuaoiq 8y m swansdg Avyesolg 1qnd
30 Qages ay) aInsus o) swelsks AlojeinBa ABojouisjolg {o1gvD) aaneniu) KBotouyssiolg
0007 1997 yig's - - Jo uog 3 juawd o Buy ! 0
swnjs meu Jusaaud pue
0sZ [v.274 sz - ~ SISljaMD WINYS 3O SBAIL ) U)Ohnr:_ S8 Q_mz Q—ESQ-_W Uity s3I
{AYN-HO410) swabeuey
Lpleasal yBnosy; sepunod Buidojanap axnosay jEIMEN-Ueassy
- - 0SE'e y5Z'e [o%cx4 U uoliesipela Auaaod pue Aunoes paoj o} BingmuoD Ayjsasod jeliogewayu) o) Jsjue)
juswuonAud
B4} BAIBSUOD PUE SBWESU ssERIM! ‘Wabuny
@9npal Bl YUB2SAL 22UN0SAS jRINJeU PUE [eanjinaube (HOH9) Yureesay
2L 004 059 059 009 Jesaeqynu ybnosy) sargod § seibojouysa) dojeasg Angaloy jeuogewsiu) 1o iBjued
{d Ly} vonepunog ABejougoe
amyrouby veoLvAOIYO)
ewsbebus 10008 AyeAUd BAneny| ABojouyoajolg
ol9 08 00 - - Buisearoul Aq s1euue) 19pioy fBws UTaL)Y Bupsissy feunyouBy aAneI0qe)od
(a3v) wewdojersq
- - - 052"t - PBWES) SUOSSE BIEUILIBSSIP PUB ‘8Z)50LJUAS ‘92K iBUY [eUoneoNnpa o) Awepeoy
(v ouBmsISSy swdoieaa
(Lv93) apesy pue ainjnouby|
“YMOIE) DRUOUOST JOf NRAINY
pepung AABOY JO UORdNISIQ uopeziuebI() Weldioay [euly Juncady ; neaing Bunngiuoy
{500Z Ad YO0Z Ad £00Z Ad 2002 A4 bOOZ Ad
(spusnouy i sualeBiqo §)
wajsAg SUOHRN PayUN ay; 0} Bnquuo] sN
swesBosd [euoewiaw| jayl0 § RVIS Jo Juawpedag




438

oseass; yBnauy) saljunoo Buidojassp U WHN-HVID0} If luawebeuey
095’8 £8L'9 - - uj uofieipesa Auaaod pue Aunooas pooj o) ANqUILED 821N083Y [RINEN jRuUOHELB)L]
JUBLIUDUALE
B} SAIBSUOD Pe SALLICOU] BsEAOw! "sIBBUNY
DONpAJ Jel)) Yoreasal 90.N0SA: [RINEU pue eanyroube { LAWNID) Jawas wewwsacidw)
oov'y 000'r 000's 00E' 00E'y [ERIBRINL YBNCQYE S3I0100 T SeIB0IoULDa} dojeAsq JeaUM ' SZIEW feUCHEWA|
JuslUQIALS
By} BAIISUOD PUE SBLLIOOU] BSEAIL; *S1a6UNY
SINPAI 1Y) LIEDsas SN0ses JRINieu pue jinyroubie {n1) eImgsu|
@8z 59T 0087 0662 058'2 [esaegInW yBRasy) saotod g seibojouloe; dojersq Yoreasay %I0)SaATT] JUOHEUBIU
WalucsAUE
BY) BAIISUOD PUR SIWOOU] BSEAIOU; ‘S1aBUNY
SaNPaJ JeU) Yoreasa) e0inosal JRINEU pUe jeinymoube {yLi1} emmyrouby
0aL'E 00L'E 00Z'e 0GE'E 00Z'e feseEpinw ybnay) serjod § saibajoupa) doersq
- - - 0oL ose sanoe (509) aBueys BIRWD (89010
pIv TR
Ly} SAI5UCO PUR SaW0DUL aseanu; ‘s1ebuny
BONPAJ JeY} UBOSAU JUUNOSA {RNITU PUB [RINYMOUGE (144N SWsy yareasay
009'L S5t 005t 519'L s19'L tesarepnus uBnaiL) seritod 1 SeiBojouos) dojsaaq 304 pood [euanEA
- - - 005’8 - wesbo:d uopeziue) 8yl o} Loddns YL
uones|ry sebuny
- - - 9gz - % HUUING POOJ PHOA UO SHS TuLh Lioddns yoey Jezipye [euoReLWau|
(04
052 05t - shemiiey eAUS) jo uanEzZieAu D 8ouBuly
JBllUCIAUS
i) BAIFSUOD PUE SO BSER10U ‘s1Buny {1vson
©oNpal JeY) Yoieasal a0Jnosal |eimeu pue jeanynoube soiden) pue-iwag aiy Joj pNYsu}
a6t (14} 0002 1% 4 [1%4 fessteinw ybnouy sarod § seibojouta) dojanag Yoeasay sdoi) fevopewsiu
JUBWUCNALB
B} BAIFSUOD PUE SBWDDUF 858U ‘sabuny
BONPB. U} YUEDSE) SUNOSa) [INEY PUE jrinjnoube {1Ly1D) enynouby
00L'Z 7% oo 0522 002'z |e:@iej3inu yBrany sewtod 3 83160j0uYd) dojeAag |edid01 | 104 JB)URD) JRUCHEBIU]
JUSWUGHIALS
Bl BAIFSUCT PUE SO asBRIDL ‘SsebBumy {AvIoN)
20NPaJ J21]) YaIeasas IUNCSa [RIMeU puB agenby
008 STl 529 649 619 (iaepnw yBnaay sepiiod B saiBojouypa) dojaaeq Busa au) 10§ 181U27) feUOHEWIRU
JBWUAAUS
al) SAIISUCD PUB SIWOIL; 3sBBIoUE ‘'SUsbuny
SONpaL ey UUESSAU SAUN0SIL [RINJU PUE jinyoube {0l Aysaugyauby u
520'L GL9 009 059 059 {elapeyinu yBnoi sepijod 3 ssibojouyos) dojereq U0I2SaY 10) JBUBT) [BUONEWBIY
papung AiAnoY Jo :omuﬂ.uwan =o=u~_=ma wiadioay Jeuly JUNOODY § neaung Sunnguuod
|so0z Ad $O0Z Ad £002 Ad Z00Z Ad 1002 Ad
(spuesnoly ur suogeBiigo §)
wiaysAg SUOREN PSlLU) iy OF SUORNGHIUOD SN
sweiBoud jeucheILSIU IS0 F AI|S JO Jusuedag




439

L4

uoneBiqo QLA Jo uoyejuaweldwy us siweioud [eons {OLMNN) uoneziueiy
- €6 0sZ - - BUILEBAG SBUIUNDD 0} BAURISISSE PUB SAUADE SPIAGIY BPBIL PUOAA SUCHEN paiun
{0osann)
uoneziwe6Q jIrng § oyuens
oos - 009t - - |eucieanps ‘JeuoEdNp3 SUCHEN Pa}UN
{daNn) weibasy
e 009 002 00z 00T $5a302 95eqeIEQ WaldojsAaQ SUOREN PaNUNn
(@030}
juswdoipasg pue uogesedoco)
05 - - - - 2Bueyo aveWIY o) usedepe Jo sishieuy Jjwounod jo usyezivefuy
SISBIT)U] LIDWILLOD JO SBNSS] PUBSEaIE {(5v0)
€4 564 23 1133 Pl ut spoys ouaydsiuey pue jeuoibal ‘jeucyeu Joddns o) SalB)S UBDpsUNY jO Uojezileti
UBLILQIAUR
Y} BSOS PUR SBWO0Y] aseanui 'sisbuny
B0NPaJ 1BY) YIS 3UN0SD) jeimeu pue jeanjnsube {INAnI) aimmsut uaweBeueyy
528 s20'1 oon's sie 58 1esereHnW UBnoJ sapiiod B $3)BojouLDa) dojraq JB1RM [RUOTEWRUIMEYIDD
{NYN) yaueasoy
[BINBN/BINIEN JO UOBAIRSUDD)
13 oL oL - - poddns diystaqiuey 10) UD|UY) eUORRWBJUY
sseibuo) ey
| G pue PUOM BINJEN JO LDfieAIBSUOD
- - setl - - 1e sjuediopued Anunoo Buidojessp poddns o) J0j uoiuN [eUsHEWRU|
S8
8T o5 05z 005 - Bujuies) ‘depy JUBUNSBAL ‘SIUBWISSISSE SEAIBT Jajuer) Spel| [eUoHEWRY
JuBlILOIAUD
aj} BAIBSUOS PUE SIWOUY BSELRUOU) ‘StaBuny
SONP) JEY) YOIEBSEI BAINOSAI (RINEU PU' [RITHIOL {dwNS) :
- - 00Z sty Sip jesaye(mnw Ybnauy sapiiod 3 saibojouyoa; dopasq [BUCHEN Joj BOjAJRS jRLOeWBjY)
Walluanaueg
B} BAISLOS PUB SBILOOUI BSESU} ‘SIpBUNY
BOMP3J 1R} YUBBSEI S0UNOSA) jesmeu pue [ennsube {eui) ssmnpsuy
0z'E osr'e oov'e 00¥'e oov'e feREIRINu YBroup ssod § seiBojauyos) dojeasg 1012959y 301Y [RUONRUIRIU)
JUBLIUOIIAUR
1Y) BAASUOD PUE SBILIOOL BSEADY) ‘RIDBUNY
BANPAJ JRUY; YULSSAl NS [ENTIRL pUe [eunjnoube
050t 050t 080°L oot ooL'L lesereinnu yBroap sajoled 3 seibojouLdd) dojarag {d(Q) smue) DjEnad jeuoeusaiu
WawuQALS
AU} DAIBSUGY pue SBLIDOU} BSBeNUL *Iafuny
20NPaI Jey} J2IBBsAI eUNOSa |EINJEU PUe jemn)noube {rd4odi} eninsu; yoieesay
005 005 005 059 059 lesareiynL YBnoiu serijod g seyBojouyos; dojanag AHBUBD) JEld [FUORELBI
JANIOY JO LORALISS( vonezjueBi( juajd)ooy [euld 3UNno20Y  neasng Bugngiyuos
|sooe Ad $00Z Ad £00Z Ad Z00Z A4 1002 Ad
(spuesnoy ul suonebiqo §)
wWp)SAS SUOREN Pajjuf) 94} O} SUORNGLRUCD SN
sweBoad jeuopewa 20 7 B1aS Jo Jusuedag




440

Lyeay jo saimpsuj
{iAvD) uogezy pue ! 10 el ! snorseju
- - - oot - SBUIOBA 10§ SOURHIY [BGOID U} 0] 1oddns Jeyereses SUBIPLD SUOKEN PaNUN pue AGuojy Jo anisu] jeucnen
|xursissy JuswdoRaag
“SINIDE Lj(esy
{ewalew pue pIyd pjers: pue
ver'z =+ 00e'38 00Z's weT SR0IAIBS UOREZINWIL o) poding EIUJy/pUNd SUBIPIYD SUOYEN BINUN
BOURISISSY YiiEeH [BANING PIND
(HO) WeaH (eqalD Joj nesung
2z 0oe 6Ly osy - sosuodsay Jeisesia OWMNN
- - - et - $95U0d5BY L91SESIO YOHNN
9917 0s8'L 008 [> 781 259 $98U0dSaY JesesiqQ OHMNN
ESE - - €8€°L 8504 sasundsay sesesiq AV LIEYHNN
999'61 86€'9 £E'9 8£8'e 290's sasundsay JeIsesiq QVINN
980'1 9T 1908 0i6's ogv'e sasuodsay Jojsesiq daNN
6vz'e 26€'04 ves'e 66111 o£g'y sasuodsay JaISesiq YHIONN
aouesissy
SPE'0E L8'c2 [3-18C78 zeo'et 669'Z1 sasundsay Jeysesiq J30INN BUIWIE] PUB JBISES!(] {PUOheLIBIU}
£08'80¢8 - Lsa's0L - - SPIMPUOM PIY poog wesBoid pood PO 50| UELBYUBLINH UOSJaUL;
669'666 008'vE8 1€1°286 §06'205 SI6'EVE SPWPLOM PIY PoO3 wesBaig pooy PHOM (00} el
(YHOQ) 90UBISISSY URLEIUSWIR|
PUE poiyuog) ‘Aoemoua tof neang
{Rdx1) SInyRsu) yaieasay
2R3 APSa PUE DM 2014 Jeuoneusul1ga) @9epau(
- - - - 00e 110 J3)U3 A4} 0} §GY UTN0IY Uoddns fEauyIs) Bulpi) is1satpoig B !
(IdI0)) s13d puB Spasuj 1o}
sdao il i ey 3 BoepaW|
- - - - [elii g 40 Jajusd Byl 0} 198 YBnosy; Jaddns (ELYII} Bulpol Aysranpoig B ABojouyosloig
sapjUNoD QIvSN
vz - - - - u IAUS SSUISTIY g sof dy (EAN) Yueg puom
JUBlUUDIAUD
Y} BAIISUOD PUE SBLUCOU asBaroul ‘sabuny (Yaxym}
20Npa) ey} YIIEESE) 33INCS3} |RINYEY pUB L fer a
002 SZT STT 4 e jesaepinw yBnosy; sapljod g seibojouyos; dojAsg Lpiessay BOUY 1S8M
papundg Ajandy Jo uopduosag uogezjiebig) Wwardioay reuty 3UnOI3Y § NeAsng Bunnuuuogy
1500Z Ad PO0Z Ad £00Z A4 Z200Z Ad L00Z A
{spuesnol uj suonebiqo g}
wia)sAS SUOREN PAULN @Ul OF SUOANGIILOD SN
sweaboud [euopeIGIUL 1040 B S1E1S jO Juauedag




441

jzieEs 915'cT8'E PIE'tYSe £49'279¢'¢ §9Z'8ZZ°T IO~ GIvEN 75185

ere°LBE'L 9eZ'099'% §Z5'p5E°L 150'5HL 606'P8Y rIgng QiYsn

SILS 8o pue SQIVIAH Yaseesay

40 ysu Bupnpas Buipnpu ‘yieay saganpoudas Jo sease pue aaponpoudsy o Juaweda
5297 009'7 osv's 00L'2 0008 Jayio pue pooyiaLow ojes ‘Bujuuerd Ajwe; eacidwy o) vopezivefiio WEBH PHOM BOUEISISSY LBaH [EAAING PIYD

vopuaasid SO/AIH Sar/AlH
osL'LT 00} - - ~ feuonewsiul U werBad e joy Yoddng epacud o] U0 WeuBnig SUoHEN PapUN Juiol SAYNN
BAREHIUE SAIY [RAGD
vonusasid SQIV/AIH SA/AIH SAINN

- 0s2'02 068°LL oot'gt 06021 {evonewsy| ut wesboud e so) poddns apiaosd o) 10 WeiBoid SUOREN PAIU JIOL
OUBISISSY LJedH jeAlang piyd
- - - - 052 “sweuBoid yyesy eafonpaudal joy poddng Pung uoneindog suoiieN Pajun BOUB)SISSY )RS {BAMNG PIYD
papund AAROY jo uondiosad uogeziuebiQ juadioay jeuld JuNo22y ; neaing Bupnyiguc)

{5002 Ad PO0Z Ad £00Z Ad Z00Z Ad +00Z Ad
({spuesno u1 suoyebiqo $)
wasAg SUDHEN pajun ay) 0) SUOCRNGHIUOD ST
sweiboid feuojewauf A0 B EIS 30 Jusuedag




442

25

OHM 0} 1P 40} (Y S LHN) Alojes agers Aemubi jeuoneN syl yim JuaweaiBe ajqesmquias e ybnony papund |
= < o5 < T
- - 05 - - uofjuaasid Ainfug aujes) t/shemuBiy o) pry-jRiapsy
peoy uo poday puom doppasq  (OHM uoREZILEBIO iEaH PUOM jonensiunupy AemuBiH |esepay
uonepedsuel] jo Juaupedsq
SUORNGIU0L) [EIsUETl!
SO0ZAd  PO0ZAd  E00ZAd 200ZAd  L0OZ AJ papung AjiAnaY jo uoduaseq webig reuid ! v / neaing Buy =)

{spuesnoy) u suonebyiqo §)

waisAg SUOHEN PajIUC 24} 0} SUOHNQLIUOY SN

uoeuodsues] o Jualpedag




443

€S

088'%L 916'v) 906'vt 000'0Z 696'Y €351 - Minisea1]
{v31) wawdorag
088’y [:11:3 48 906'v} 000'0Z 696y 1SSY a 1By Jgj pund | i 0 uBiaio4 Ny 051

wsuntedaq Asnseall ‘SN
STOIFGLIG.) FerueS|

{500 A4 YOOTAJ EOOZ AL  ZOOZ A4  BODZ AL Papuny ANAHY JO UoRdDSaq uoljeziuebiQ Jual leul ! v | neaing Bugnquiuo?

(spuesnow uf suopebyqo ¢}
wa)shg suoeN pajiun i) 03 SUOHNQUILED SN
Ainseal) Jo juswpedaq




444

aewd ~ I seB uo UORUBAUDD)
00¥'9 006'9 00z'g 006's ooz's saujunoo Budojarap 0} BOUEJSISSE {RILDA) BPIACIH someLely N PUE ee)§ Jo jdeg
pung ismy uoiinjiog adwng o} UDISSIUWOD
St se [+13 - - Jiy Aepunoqsuel) abuey BuoT 303NN QIWCUOTT SUCHEN payun
oy or - - - SBWOH UJ Uopey :doys)IoM fEuoHEWIEI] 14 UOREZIEBIO LESH PHOM
Aouaby
gt €l [ St -8 8dnos5) Buom |eojuyse so} Woddng ABsouz 1oy feucHEWSILY
[E1ey deisg pejeuIWIEIUGD) adoung
=18 - - - - Aaanoeoy uo); 10J [020)Cud TeUOH i 10} UCISSIUILOD) 2jI0U00]
UoHRIPEY PUB 1Y JO 830
831UNoD Buidojaaap weiboig
[ 081 00t - - ) uonNjod J1E 1BIN3{YBA 90NPaY 1SHOYT JHEWWEBOUd S3DIYIA PUE SiBNJ UeD|D Jof dYSIBULEY  JUSWUCHAUR SUOHEN Pajun
Judwsasse SOIWIOU00T PUE ‘ANSPpUf weiboug
- 0L 14 - €6 Ainaiaw 18qoib  19NpUOs SH0YT SHEWIWRIBOY 'ABOJOUYD3) (O UOISIAIP - SIEDIWELD JINN  JUSWLIANAUT SUOREN Pajun
“Uaup|iyo U AUnful pue aseasip JO uapIng adoing oy
- sz - - - fRuawuoiAuS au Buisselppy :sW0Y3 snewwesboly 2010 [eUOIEY UoNEZIUEGIO YifedH PHOM UonEZIUEBIO YYBSH PUOM
UBSGQUED) BU} PUE EINSWNY URET U]
031 - sy c8 00Z Ayyenb sajem Buppuup eroidur :spoy3 i EiQ Wyjeay veot ued neZiueBiQ yieay ppom
uojieudoiddy wesBoig
JuswabeuEy [BjuBLILALAULT
S00Z A4 #00Z A4 £00Z A4 2002 Ad L00Z Ad Papund Aaoy jo uopdposag uopeziuebiQ Jusididay jeuld 3uno3dY

Lneamg Bunngiuon

{spuesnou) us suopeByqo $)
waysAg SUOHEN Pajur) oU} 6} SUOHNGIAUCD SN
Aouaby UoRo230.d jejUBWLONAUS




445

SG

‘swelboud jejuawuoiaus 1eqo|b ugowoad pue
souepinf juawssesse aysem Buidojaaap jo asodind ay)
i doysytom [euonewsiul ue Bunsoy wy uoyezivebio

voyezvebig

WINUER |EUOHRWS
L-L0ZLL)€8 Laquin jueis
1B1EM JO S0Y0/A0uaby

- 56 - - « BWINUEW [EUCHELLSIU| By} IS|SSE Jo8foud sy webiQ sunien UOHO2J0ld {EUBLILOIALT
uoyezuefug
“ZoUepInG Juswssasse SUHUEW |euonRWS|
sem Buidopasp yiw uonezivebiQ awnue 0-10811828 aquinn jueis)
|BUONBLAI} BY} SISISSE PUE Z/61 UCHUBALOD UOPUCT J91epM Jo 3oI0/Acualy
- - - og} - ey t 0} yosfeud d esisiyL 0 Swiep jeuoy No3j0id
vopendosddy wesbold
juawabeuey RIUSWUDIAUT
JSIEM JO 200
*$3LuNoD
dojanap u; sposlard 00z dd
PUR &4} 'S00Z L) "SUYISSEQ WO %0L
Aq uondwinsuocd §O 20npal 0) SSUUNGD
Buidojaaap Gujiqeus 'saouersqns Gugajdep
~BUOZ0 JO SU0} 000'D/1 JO Suohonpas
ut Bugynsas ~ sewunoa Buidoasp
uy papuny uaaq aaey sj0efaxd 0005
‘pUN JBISIEIINKY {0I0I0.d [EBAUOH B
10 aWRIy| 8Y) IBAQ "STO 03 SAjELIS)R
agexns puy saujunod saxo Buidiey
se |jam se (Sgo) seouelsgns Buneidap
“saujunod Buidojaaap ui (SQ0) 3U020 jo uoponpaud Jjsawop o Buseyd
saoueisqns Buyaidap suozo JO 85N puE Lok Aq dy prom Buy o)
au ajeunLe jeY) selAnve pue s1o8josd Loddns o pue Ajeas [EUCHELLIZIU SIU) O] JUSLAIUWIOD
pung I 3L O} aingL L d 33t pauLje Ajpajeadas sey 'S
18110 pUE "S'() 8Y) *Jake] suozQ ay; sjeidag 8y [020)0id [ESQUON BY) O} SAIEd Ae wesbaid
0Z6'6 SE6'0L ¥15'6 9/5'6 9.6°04 1BY} S30UEISYNS UO j030]0.d [ESAUOY 8Y) Japury SALHUNOD JALRO g8L PUE "S'N By} ‘Ajuanng JUBLIUOJIAUT SUCHEN PARUMN
SO0T Ad 00T Ad €00Z A4 2002 A4 $00Z Ad papung AllAOY jo Londiuasag uogeziueBiQ yuaididay |ewd JUNOIY

[ hesing Bunguiuon

(spuesnoy; u; suonebyqo ¢}

AaueBy uoi29)0I4 {FIUBWIUCIALTY

woysAg SUOHEN POJIUN Bu} 0} SUOHNGIAUCD SN




446

BZOLEGHD UBLUMH ayj j0 U0I3j0ld, 3Y) 19pun Jasuel] aHO “(WVION) IUBWSSaSSY [RIUALLIUGIAUS Joj Jalua) JeUCREN ay) jo Lede ale ssainosa asay ] /i
Lig'sl 88€'8} [EXT 8161 190°LL 101 - Vd3
weuboud FAAIRY pU I
13 - - - - awn-jing it ‘j@AB-ALUa ‘BAL! dwoD weuboud diysueiy vd3 weiboig diyswalu; vdg
SUORGHIUOS IO PUE U],
JUBILOKAUS
BU1 pUE Yieay vewny joejord o) uonels|Bej ssed
278 73 €L [173 89 0} spOya  suoheAsILILPY By} spoddns pue pea) Y3 SUBINOd JWebio usisisiad uo Ajear).  ewweibold juswuanauz NN
(=100)
JOIRNSIUILIPY 34} JO 20O
SOWOU00]
{100z Aen v SN pue Ansnpuj ‘ABojoUYDs L
Aq pauBis) UDHUBALDD WIOYND0IS B O LUOLEDIES SN 10 uoising ‘awwreibouy
ok oL ] 0l ot e} 0} uoje;sibey jo Juswdojaaep Loddns oy, UCHUAAUC) WIGYNOOIS JUBWULONALT NN
SIIXO |, PUE UOHUAARI
'S3NSd J0 B0
S00T A4 YOO A €00ZAd  Z00ZAd  LOOT AL Papuny A{AndY jo uopdiioseq ueBi0 juaidiosy jeuly WNoITY

Lheaing mz_wsm.m:ab

{spuesnoy uf suoneduqo ¢}
WaysAS SUOJEN PaUN @Y} OF SUOHNGLIKIOD SN
Asuaby uoRoayold JGUaLLOHAUT




447

5

'G00Z Ad Ui YOI LS PUB $00Z AL ¥ 000°968% 'E00Z A< Ul 000°0Z88 ‘51 weubud ayj soj Bujpury jejoL
‘weboud aauais abueys sjeluys ayy uf Buitedioed sappousbe woy N aY) o) Bupeb Spuny 10 (%059 Apjewixodde) aleys S,ySYN Sepnur siyt |

009 0s9 o9 0sh (93 [E10L - VSVN
,8BUBYD BlELID
U0 jaued IBUBWIWaAOBIa]U) UORESIUNLPY
009 005 o6v - - JUBLISSISSE 82UBIDS FjRuND 1 dnoub Guppom DD4i aoedg pue SONEUCIAY jeucneN
EDUBWY
(QI4O) 9sEqRIEQ UOHEULOJU| S0INOSAY [2GAID YHON - (VAAQ) 3L L] 3 pue ‘sapneucsay
“YMIQ 21 0} sizakom jusieanba swp ing sopesuos  Buiweps APET 0 UoIswQ ‘weibold ‘@oualog 7 ABojouyoa]
- 051 051 051 054 £ 0 UOISIACKD {ENUUR 31 SEM LOQNALIUGS B L JUIWILOIAUT SUDHEN PaNUN pue ‘S2ANeUoY ‘J0UsI5
¥ Yy aoedg pue s3I jeuoneN
SUORRQUILOY JBIoUBUL
jS002 A4 Y00ZAd €002 Ad  ZOOZAd  LOOZ A papund AIAOY Jo o a 40 JuBH Y euid junoddy | neasng Bunngiuon

(spuesnoy) vy suoiebiqo §)
we)sAg SUCHEN PB}UN 24) 0} SUOHNGLIUCD SN
1 v eoeds pue 1ay |




448

8S

“EBIUBIPNG QEovmuaé pednpaid [By) pur seisuabe juawdofasep Aq paanposd YABeSA Y} UssmIBg del ay) aBPUG djay M $I02INPa YisW pUa BIUHIS

pal a5 pue sajuabe vt suaxer-Aoijod paseq vun Buowe sy} ybnang SIURYY BPSGIM SYY dYI U0 puB LLUOY Jurd Ut Oq PaySHQND aq {im SIUAIBIUOD B}
Fd u::umz “paUAISLALIS PUB PAMOUAI 3G jIM SSRINUNLIOD SOIESYIEW PUE 33USIDS S 9Y) PUB SUOISIP S3USI0S PUE UOJEONDA WO JEIS PUe SeAEjuasaidal OOSIN uaswgaq anbofep 3y ‘pom By} punose syoya
JELS M IXSIUOD Uf Sf] BYJ Uj SHOYS LLIOSA) IALIBISAS BY] Ul 1M OUM '[3AS] [EUOHEWSIL! PUB jevayjeu sy j2 stguped pue saibaIRS Y2ieasal Mot dDJAASP fim SOURISILOD B} “1aNS] Z1-Y BLf JE JUSLUBABIIOR OUBIOS
pue sanewapew Buosdus jo wie uusy-Buoy ayy iy ‘Bunyoea; PUB 83UBIOS 0] S pue sjapoiu BuLes; SNoyeA a/ediod PUE SZAEUE 0) pasn ag [im sAfeny ay) ‘Buiies) pue Buwesn
“‘Buiyoea) BfyM ‘U3 X jo Buy pue A 1P SOURADE JM onbojeip mE "LIOfAI JRUDHBONPS JIB)SAS L0 anBojelp % A ue Je peuwse st posodasd ayyy

JeURIaNas OOSING OF PRIEIRA HEIS

SODZ A< Ut Lo 1§ pUe ‘P00z
2ueys SISN sjunowse asayy

Ad U1 000'8688 €002 AH Ul 000'0283 't wesboud oy soj Buspuny jejo) “weibaig sausidg sBueyd ajewrd sy) vy Bugediaied sapuabe fe way spunj jo (%EL

“ojqeIeditios Afleuonewsiul o OF ADAINS SHJ} J0j POSU BY) SRI0ISISPUN JIBWAADL JSMIOG-SSOLI Ul ISUSIUT 9yl "SISPIOG $50/08 Ajjeiaedss jnq Anunaa e uifim sjdoad
poenb saybiy Jo ABIGOW 8Y) NS O} SI OM S]tj) jO Juawsa)@ Juepodw; uy ‘pajanpuod Apuauna suom bugsixe oy uo Bupying ‘sjdoad payienb soyBry jo sisaspd ay) jo Aarns pejeuipiood Ajeuolews)ur e ys)qelsa
of s} yueasas ey jo asoding Arewwud sy “Seasbap fass] spes0ja0p jo sjuendias Buipryou; ‘aidoad payenb seybiy Aaans o} Aynqeded s Anunos e buidojaaap jo Aigiseay ey) asodxe of siefasd aty jo aalaafgo ay P

S6y 6.8 1ze [74) (1749 T8I0 - UGHEPUNO 99UBI98 [EUCIIEN
ag 05 - - - PSMOYBULERID UoeuLIoju 00S3NN euozy J0 Asienun
0t 0z 21 0z1 o0zL Hoddng 00 083NN YVON
St - - - - BOUAIBIIOD DO) 00§3NN Aewog Aydesbouesog
BOUSIOS JUSWSOUBARY
. g - . - ySOUBIYUDTY QISaANN 104 UONBID0SSY Ledusuny
UONEBPUNO 4 30UADS JeuoneN
ov - - - - Juswidosaaq jeucssajold 02S3NN UONEPUND 82UBIDS [BUOREN
’ SUBHnGUIG0) 0 § BUBY-Uf
A00d) abiueys ejeund
uo jaued fejusunuancbisg
oEb iR 204 - . JUBWSSESSE BOUSIIS GJRWID 1 dnoug Bupom D90d!
- o051 - - - \uonezILeBiO doysyiom SORSNEIS JOy BYMEASU} ODSINN LOgiEpUNO 89USRS jeucleN
SUSHAqUItO) [BIOUBUI
S00Z A4 ¥00Z Ad £00Z A  ZO0Z Ad  LOOZ Ad pepling QIAROV Jo a 0 yuardiooy feuly v/ neaing )

{spuesnowy u suonebigo ¢}

wayskg SUOHEN Pe}UN oY) O} SUORNGLIUCD SN

UOlJEPUNO.4 @OUBIIS [EUOHEN




449

65

{vHHVS) suoibay puy-nuss uf M Jo Ayigeur 10 poddng 40} sapue) ABGJOUYI) PUE IIUBIIS S.ASN 4O Led SE oYsgam pue Bupeys UoRBULON IQYM-9 S.00SINN 10} Loddng |,

seaf Jad p00 0y JE DOI By Je SWweboid uoqued tEoaD Lo dIISMOYS] EI0II0D

-is0d e ‘Gpoz vy Bupuubag pue ek iad pp0'0Z LS O [5A3] € JE DOI 8l JO PEIS Bl UD JSAUBIDS B J0f BpIARd spun) asay] ‘Ansi -PUB) JO SANSS] [EINUD JUALEND Of BANENILY ﬁ:Q.mEE:_ ue pue
S30UNOSY [RINEN PUR 92UIS AIBUHTIISIPRINGY UO tireibaid MoU e JO Juawdotaasp Buipriour *D0} i JO UONIIS BILTIS UBSIO Y} 01 :o&:m 10 uopod SN oY) SaIR: Joafaud syyy ueas0 jo df

pue 4 aiy o) dr i iy pue upano jo Buy FeqoB aacutiuj 0} Yaieasal JeUOHELLIBIL] SI0WI0 DUB ST0jABD D] SUL "SINIANSE DO} JO Jauoddns Buoss pue EmSuEmn

Aoy B 5 SE1]S pajiur) ey} iEEuoEmE By} asudios SaUILUNGD 621 0 R0} ¥ "SjUBiLLLIBADE BUOLIE O/easal UBSDs SajEjioe] PUE SEJBUIRI002 ODSING JO (D01 UOSS ) ol o] i oll o

"SJSHUBIIS [RUGHRWSIUL PUE “S'() LBAMISY LIO] pue o4 Ayunpioddo Aawy pue anbiun e Bupears ‘sisjusias 'S M-uou Aq pajgNS UBAG BrRY SPRISGR §/2 Bl J0 521 AEjewmanddy ‘sweibaid 300

juauns of Agoayp sjejas suojssas [RIBASS “UOf puE 8o Ut oS i 0 3pEaap Builied aiyy ouYsp BN 0} PUE BUWI0D Say AydeiBOUESI0 S8 MOL Lo JD3jjal O} RIE BILAIBII0D St 10 SiEoE

= 0 8 o} pay UBIQ BABY SIORASQE G2 T JAAD Eﬁua se jjem se ‘Syjey It PUB PaNAUl jo UofjeLy e ames; jm pue AydeSourado ur sa1do} jo ebuel peax e ueds

i ey Em&o& e vmzzmi aney sHeY-09 weubaid oy 'sISHUals Buowe wones; ioe; pue Buusisoy o} i Sy syUNE O} DOYDISINN Yim Joy)abo) aousjuod syl Bunsoy st Aeos AydesSioueaan

U, "s0uBLy 'SUB U} SiaUENDPESL ODSINN 543 18 'S00Z ‘04-9 Bunp D ueasq d 8002 8y ui oy 0} $jSHUBIOS "S'( E1 Aldjewxaudde i0f S)SOD [BAEI} S0} LOAANS SISANbAJ i BYL ¢

S00ZAd  PO0ZAd £00ZAd  ZO0ZAd  HODZ A papung Aiapdy Jo uondusssq uofieziuebi( Jualdiay jeuly Juno33y j neaing Bunguiuos

{spuesnowy u suonediqo §)
waysAg SUOHEN P3}JIUN Y} O} SUOBNGLIUOD SN
UOJJRPUNC 4 3U3[3§ [RUOHEN




450

09

EPE 08t ore agl 981 ejo0] - suoneziueHiQ sYIO!
{dSVNd) [eBnuod pue “ueds
£61 081 o8t iL:18 o8l “uoifioy Ul U} MOYIBW SIUBYUS O) ‘SEQLRUNY 4] 10} UOIUN 18JS0d 0BG [eIS0d SN
*BSIN0D BB
18UjaQ 8y} eI Juswdofaaap 1edg) Apms o UesqqLED BY) (o
09i - 091 - - pue eousWY upeT woy suosiad 10y spuny diysiejoyag vojjeziuebiQ nogen |euoyeWSUE LONEPUNG 4 UEDBUR~I9}U]
SUORNGIIU0) erUetr|
G00Z A2 VOOZ A4  €O0TAd  TCOT A4 HOOT Ad papung AARDY jo d Lt} 0 d[osy feuly w y | neaing Bupngiyuo)

{spuesnoy ut suoiebiqo ¢)

wWa)sAg SUOHEN Pa}UN 24} 0} SUORNGLIUGD SN

suoneziueBig JaYI0




451

162 Foreipn Assistance Act of 196t (P.L. 87-195) Sec. 307

Sec. 307.458 Withholding of United States Proportionate
Share for Certain Programs of International Organiza-
tions.—{a) Notwithstanding any other provision of law, none of the
funds authorized to be appropriated by this chapter shall be avail-
able for the United States proportionate share for programs for
Burma, Iraq, North Korea, Syria,*5® Libya, Iran, Cuba, or the Pal-

45822 U S.C. 2227, Sec. 307 was added by sec. 403 of the International Security and Develop-
ment Cooperation Act of 1985 {Public Law 99-83; 99 Stat. 219).

The Foreign Operations, Export Financing, and Related Programs Appropriations Act, 2003
{division E of Public Law 108-7; 117 Stat. 185 and 2155}, provided:

“LIMITATION ON AVAILABILITY OF FUNDS FOR {NTERNATIONAL ORGANIZATIONS AND PROGRAMS

“SEC. 516. Subject to the regular notification procedures of the Committees on Appropriations,
funds appropriated under this Act or any previously enacted Act making appropriations for for-
eign operations, export financing, and related programs, which are returned or not made avail-
able for organizations and programs because of the implementation of section 307(a} of the For-
eign Assistance Act of 1961, shall remain available for obligation until September 30, 2004.

» * * * ] * *

“LIMITATION ON ASSISTANCE FOR THE PLO FOR THE WEST BANK AND GAZA

“SEC. 545, None of the funds appropriated by this Act may be obligated for assistance for the
Palestine Liberation Organization for the West Bank and Gaza unless the President has exer-
cised the authority under section 604(a) of the Middle East Peace Facilitation Act of 1995 (title
VI of Public Law 104-107) or any other legislation to suspend or make inapplicable section 307
of the Foreign Assistance Act of 1961 and that suspension is still in effect: Provided, That if
the President fails to make the certification under section 604(b)2) of the Middle East Peace
Facilitation Act of 1995 or to suspend the prohibition under other legislation, funds appropriated
by this Act may not be obligated for assistance for the Palestine Liberation Organization for
the West Bank and Gaza.”.

Title I, chapter 3 of the Emergency Wartime Supplemental Appropriations Act, 2003 (Public
Law 108-11; 117 Stat. 579), provided the following:

“SEC. 1503, The President may suspend the application of any provision of the Iraq Sanctions
Act of 1990: Provided, That nothing in this section shall affect the applicability of the Iran-Irag
Arms Non-Proliferation Act of 1992 (Public Law 102-484), except that such Act shall not apply
to humanitarian assistance and supplies: Provided further, That the President may make inap-
plicable with respect to Iraq section 620A of the Foreign Assistance Act of 1961 or any other
provision of law that applies to countries that have supported terrorism: Provided further, That
military equipment, as defined by title XV{, section 1608(1XA} of Public Law 102-484, shall not
be exported under the authority of this section: Provided further, That section 307 of the Foreign
Assistance Act of 1961 shall not apply with respect to programs of international organizations
for Iraq: Provided further, That provisions of law that direct the United States Government to
vote against or oppose loans or other uses of funds, including for financial or technical assist-
ance, in international financial institutions for Iraq shall not be construed as applying to Iraq:
Provided further, That the President shall submit a notification 5 days prior to exercising any
of the authorities described in this section to the Committee on Appropriations of each House
of the Congress, the Committee on Foreign Relations of the Senate, and the Committee on Inter-
national Relations of the House of Representatives: Provided further, That not more than 60
days after enactment of this Act and every 90 days thereafter the President shall submit a re-
port to the Committee on Appropriations of each House of the Congress, the Committee on For-
eign Relations of the Senate, and the Committee on International Relations of the House of Rep-
resentatives containing a summary of all licenses approved for export to Iraq of any item on
the Commerce Control List contained in the Export Administration Regulations, 15 CFR Part
774, Supplement 1, including identification of end users of such items: Provided further, That
the authorities contained in this section shail expire on September 30, 2004, or on the date of
enactment of a subsequent Act authorizing assistance for Iraq and that specifically amends, re-
peals or otherwise makes inapplicable the authorities of this section, whichever occurs first.”.

459 Sec, 431(aX 1) of the Foreign Relations Authorization Act, Fiscal Years 1994 and 1995 (Pub-
lic Law 103-236; 108 Stat. 459) struck out “the South-West Africa People’s Organization” and
inserted “Burma, Iraq, North Korea, Syria”.

Sec. 431(b) of Public Law 103-236 (108 Stat. 459) further provided the following:

“(b) UNITED NATIONS DEVELOPMENT PROGRAM.—

“(1) Except as provided in paragraphs (2) and {3}, for fiscal years 1994 and 1995 none
of the funds made available for United Nations Development Program or United Nations
Development Program-—Administered Funds shall be available for programs and activities
in or for Burma.

“2) Of the funds made available for United Nations Development Program and United
Nations Development Program--Administered Funds for fisca! year 1994, $11,000,000 may
be available only if the President certifies to the Congress that the United Nations Develop-
ment Program’s programs and activities in or for Burma promote the enjoyment of inter-
nationally guaranteed human rights in Burma and do not benefit the State Law and Order
Restoration Council {SLORC) military regime.

Permanent Subcommittee on Investigations

UNDP Report - FN 7
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estine Liberation Organization or for projects whose purpose is to
provide benefits to the Palestine Liberation Organization or enti-
ties associated with it,%60 or at the discretion of the President,
Communist countries listed in section 620(f) of this Act.451

(b) The Secretary of State—

(1) shall review, at least annually, the budgets and accounts
of all international organizations receiving payments of any
funds authorized to be appropriated by this chapter; and

(2) shall report to the appropriate committees of the Con-
gress the amounts of funds expended by each such organiza-
tion for the purposes described in subsection (a) and the

“3y Of the funds made available for United Nations Development Program and United
Nations Development Program—Administered Funds for fiscal year 1995, $27,600,000 may
be available only if the President certifies to the Congress that—

“A) the United Nations Development Program has approved or initiated no new pro-
grams and no new funding for existing programs in or for Burma since the United Na-
tions Development Program Governing Council (Executive Board) meeting of June 1993,

“(B) such programs address unforeseen urgent humanitarian concerns, or
“{C) a democratically elected government in Burma has agreed to such programs.”.
466Sec. 3 of the Middle East Peace Facilitation Act of 1993, as amended (Public Law 103~
125; 107 Stat. 1309), authorized the President to suspend certain provisions of law, including
sec. 307 of this Act, as they applied to the P.L.O. or entities associated with it if certain condi-
tions were met and the President so certified and consulted with relevant congressional commit-
tees. This authority was continued in this Act, and in the Middle East Peace Facilitation Act
of 1995, (title VI of the Foreign Operations, Export Financing, and Related Programs Appropria-

tions Act, 1996; Public Law 104-107).

The President issued certifications, as provided for in the 1993, 1994, and 1995 Acts, in Presi-
dential Determination No. 94-13 of January 14, 1994 (59 F.R. 4777), which was extended until
January 1, 1995, by Presidential Determination No. 94-30 of June 30, 1994 (59 F.R. 35607);
until July 1, 1995, by Presidential Determination No. 95-12 of December 31, 1994 (60 F.R.
2673); unti} August 15, 1995, by Presidential Determination No. 9531 of July 2, 1995 (60 F.R.
35827); until October 1, 1995, by Presidential Determination No. 9536 of August 14, 1995 (60
F.R. 44725), until November 1, 1995, by Presidential Determination No. 95-50 of September 30,
1995 (60 F.R. 53093); until December 31, 1995, by Presidential Determination No. 96-5 of No-
vember 13, 1995 (60 F.R. 57821); until March 31, 1996, by Presidential Determination No. 96—
8 of January 4, 1996 (61 F.R. 2889); until June 15, 1996, by Presidential Determination No.
96-20 of April 1, 1996 (61 F.R. 26019); until August 12, 1996, by Presidential Determination
No. 96-32 of June 14, 1996 {61 F.R. 32629), unti! February 12, 1997, by Presidential Determina-
tion No. 96-41 of August 12, 1996 (61 F.R. 43137), and until August 12, 1997, by Presidential
Determination No. 97-17 of February 21, 1997 {62 F.R. 9903).

Authority to waive certain provisions is continued in general provisions of the Foreign Oper-
ations, Export Financing, and Related Programs Appropriations Act, 2003 (division E of Public
Law 108-7}; see secs. 534(d}, 545, 548, and 552 {117 Stat. 194, 198, 199, and 200, respectively).
See also sec. 563 (117 Stat. 204), restricting aid uniess the Secretary of State certifies that cer-
tain conditions have been met pertaining to Palestinian statehood, and sec. 566 (117 Stat. 206),
prohibiting assistance to the Palestinian Broadcasting Corporation.

On December 5, 1997, the President waived the provisions of section 1003 of the Anti-Terror-
ism Act of 1987 (Public Law 100-204) through June 4, 1998 (Presidential Determination No.
98-8; 62 F.R. 66255); further waived through November 26, 1998 (Presidential Determination
No. 98-29; June 3, 1998; 63 F.R. 32711); through May 24, 1999 {Presidential Determination No.
98-5; November 25, 1998; 63 F.R. 68145); through October 21, 1999 (Presidential Determination
No. 99-25; May 24, 1999; 64 F.R. 29537); through April 21, 2000 {Presidential Determination
00~2; October 21, 1999; 64 F.R. 58755); through October 21, 2000 (Presidential Determination
No. 2000-19; April 21, 2000; 65 F.R. 24852); through October 17, 2001 {Presidential Determina-
tion No. 01-13; April 17, 2001; 66 F.R. 20585); through April 16, 2002 (Presidential Determina-
tion No. 2002-03; October 16, 2001; 66 F.R. 53505); through October 16, 2002 (Presidential De-
termination No. 2002-14; April 16, 2002; 67 F.R. 20427); through April 16, 2003 {Presidential
Determination No. 03—03; October 16, 2002; 67 F.R. 65471); and through October 16, 2003 {Pres-
idential Determination No. 2003-20; April 16, 2003; 68 F.R. 20327).

461 Sec. 516 of the Foreign Operations, Export Financing, and Related Programs Appropria-
tions Act, 1999 (division A, sec. 101(d) of Public Law 105-277; 112 Stat, 2681) added “, or at
the discretion of the President, Communist countries listed in section 620(f) of this Act.”.

Sec. 516 of the Foreign Operations, Export Financing, and Related Programs Appropriations
Act, 2003 (division E of Public Law 108-7; 117 Stat. 185), provides the following:

“LIMITATION ON AVAILABILITY OF FUNDS FOR INTERNATIONAL ORGAN{ZATIONS AND PROGRAMS

“SEC. 516. Subject to the regular notification procedures of the Committees on Appropriations,
funds appropriated under this Act or any previously enacted Act making appropriations for for-
eign operations, export financing, and related programs, which are returned or not made avail-
able for organizations and programs because of the implementation of section 307(a} of the For-
eign Assistance Act of 1961, shall remain available for obligation until September 30, 2004.".
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amount contributed by the United States to each such organi-
zation,

(c)462 (1) Subject to paragraph (2), the limitations*63 of sub-
section (a) shall not apply to contributions to the International
Atomic Energy Agency or the United Nations Children’s Fund
(UNICEF).

(2)483 (A) Except as provided in subparagraph (B), with respect
to funds authorized to be appropriated by this chapter and avail-
able for the International Atomic Energy Agency, the limitations of
sulésection (a) shall apply to programs or projects of such Agency
in Cuba.

(B)(1) Subparagraph (A) shall not apply with respect to programs
or projects of the International Atomic Energy Agency that provide
for the discontinuation, dismantling, or safety inspection of nuclear
facilities or related materials, or for inspections and similar activi-
ties designed to prevent the development of nuclear weapons by a
country described in subsection (a).

(ii) Clause (i) shall not apply with respect to the Juragua Nuclear
Power Plant near Cienfuegos, Cuba, or the Pedro Pi Nuclear Re-
search Center unless Cuba—

(I) ratifies the Treaty on the Non-Proliferation of Nuclear
Weapons (21 UST 483) or the Treaty for the Prohibition of Nu-
clear Weapons in Latin America (commonly known as the
Treaty of Tlatelolco);

(I1) negotiates full-scope safeguards of the International
Atomic Energy Agency not later than two years after ratifica-
tion by Cuba of such Treaty; and

(III) incorporates internationally accepted nuclear safety
standards.

(d)464 (1) Notwithstanding subsection (c), if the Secretary of
State determines that programs and projects of the International
Atomic Energy Agency in Iran are inconsistent with United States
nuclear nonproliferation and safety goals, will provide Iran with
training or expertise relevant to the development of nuclear weap-
ons, or are being used as a cover for the acquisition of sensitive nu-
clear technology, the limitations of subsection (a) shall apply to
such programs and projects, and the Secretary of State shall so no-
tify the appropriate congressional committees (as defined in section
3 of the Foreign Relations Authorization Act, Fiscal Year 2003).

(2) A determination made by the Secretary of State under para-
graph (1) shall be effective for the 1-year period beginning on the
date of the determination.

482 8ec, 431(a)2) of the Foreign Relations Authorization Act, Fiscal Years 1994 and 1995 (Pub-
lic Law 103-236; 108 Stat. 459} added subsec. {c}.

463 8ec, 2809%(aX1} of the Foreign Relations Authorization Act, Fiscal Years 1998 and 1999
(subdivision B of division G of Public Law 105-277; 112 Stat. 2681) struck out “The limitations”
and inserted in lieu thereof “(1) Subject to paragraph (2), the Jimitations”. Sec. 2809(a)(2) of that
Act added para. (2). See also sec. 2809(b) and (¢} of that Act, in Legislation on Foreign Relations
Through 2002, vol, 11,

464 8ec, 1342 of the Iran Nuclear Proliferation Prevention Act of 2002 {subtitle D of title XIII
of the Foreign Relations Authorization Act, Fiscal Year 2003; Public Law 107-228; 116 Stat.
1451} added subsec. (d}.
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Biography: Kemal Dervis, UNDP Adminfstrator

Kemal Dervig started as
the new head of the
United Nations
Development
Programme; the UN's
gicbal development
network, on 15 -August
2005. He is also the
Chair of the United
Nations Development
Group, a committes
consisting of the heads
of ail UN funds;
programmes and-
departments working
on development issues.

Prior to his
appointment with
UNDP, Mr, Dervig was a
member of the Turkish
Parliament rapresenting
Istanbul from
November 2002 to June
2005, During this time,
he represented the
Turkish Parliament in
the Constitutional
Convention o 'the
Future of Europe-and
was a member.of the
joint commission of the
Turkish and:European
Parliaments: He was
also active in the
Economics and Foreign
Policy Foruim, a Turkish
NGO workifng on
economic and political
issues.

X7 hrdeg
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Credit; {o) UNDE/Andrew Gombert

This photograph of Kemat Dervis, Administrater,
United Nativng Development Programme; is avaliable
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From March 2001 to of reports of feature stories on UNDP, Release
August 2002, Kemat permission is hereby granted for this purpose on the
Dervis was Minister for folfowing conditivns:

Economic Affairs and - Image contsnt may not be changed by digital or any

- they means; except cropping.
the Treasury without  ° s X
.S, TX - Image may not be archived in any farmat or
party affiliation of the

distributedl to a third party by any non-UNDP entity,
Republic of Turkey, No other rights than those specified are eltiier grantad
responsible fr Turkey'  or imptied.

s recavery programme )

after the devastating financial crisis that hit the country in February
2001. In August-of 2002, after the crisis was overcame; ha
rasigned from his Ministerial post and was elected to Parliament in
November of the same year.

Kemal Dervis earned his Bachelor {first class honours) and Master’
s degrees (with distinction) in economics from the London School of
Economics and his Ph.D. from Princeton University. From 1973 to
1977 he was member of the economics faculties of the Middle East
Technical University and then Princeton University, In 1577 he
joinad the World Bank where he worked until he returned to Turkey
in 2001,

At the World Bank hie held various positions including Division Chief
for Industrial and Trade Strategy and Director for the Central
Europe Department - after the fall of the Berlin wall, a position in
which he later coordinated the World Bank and donor community’ s
support to the peace and reconstruction process in the Balkans
{Bosnia)}, In 1996 he became Vice-President of the World Bank for
the Middle Eastand: North Africa Region where he was active in
supporting the Middle East Peace Process. In 2000, Kemal Dervig
became Vice-President for Poverty Reduction and Economic
Management where he was responsible for the World Bank' s glohat
programmes and policies to fight poverty. He was alse responsible
for operational coordination with other institutions, including the
United Nations system, the IMF and the WTO on international
institutional and policy issues.

Kemal Dervis has been an active participant in various European
and interpational networks including the Global Progressive Forum
and the Progressive Governance Netwark, He was a member of the
International Task Force on Global Public Goods co-chaired by
Ernesto Zeditlo, former President of Maxicoand also a member of
the Special Commissian on the Balkans chaired by Giullano Amata,
former Prime Minister of Italy. He cooperated with the Global
Economic Governdnce Programme at Oxford and the Center for
Global Development in Washington. All these activities have had
the common objective of finding ways to make globalization into a
more stable and inclusive process and to-further international
cooperation.

Kemal Dervis has published many articles in academic journals as

httpe//www.undp.org/about/biot .shtml - - S L 2/5/2008
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well as current affairs publications on topics ranging from
mathematical models of growth and social mobility and guantitative
models of trade, to European enlargement and transatiantic
relations (in English, Turkish, French and German - he is fluent in
all four languages). A book entitled “General Equilibrium Models for
Development Policy” which he co-authored was published by
Cambridge University Press in 1982 and became a widely used
textbook in development economics in the 1980s. In cooperation
with the Center for Global Development he has published-a new
book entitled “A Better Globalization” (Brookings Prass, March
20605) which deals with global development issues and international
institutionat reform.

Post of the UNDP Administrator

The UNDP Administrator is the third highest ranking official in the
United Nations Systemn after the Secretary-General and the Deputy
Secretary-General, He is appointed by the Secretary-General and
confirmed by the General Assembly for a term of four years. Paul
G. Hoffman was appointad as the first Administrator of UNDP in
1966 and served untl] retirement in 1872, David Owen, who led
UNDP's predécessor organization, the Expanded Programme of
Technical Assistance (EPTA), was appointed as Mr. Hoffman’s Co-
Administrator. Rudolph A, Peterson was appointed Administrator in
1972 followed by Bradford Morse in 1976; William H. Draper Hl,
1586; and James Gustave Speth, 1993 to 30 June 1999,

Biography of the former UNDP Administrator Mark Malloch Brown

~ Back to top : Fraquently Asked Questiont - Contact Us - Work for UNDP - Copyright & Terms of Use
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Who we are & What we do

More information

Speeches & Statement:

Ad Melkert was appointed by
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General and Associate Admi
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Previausly, Mr, Melkert sarv
member of the Boarth of Dired

How we are organized
the World Bank for over thre,

* Executive Board where, as Executive Director,
Kemai Der UNDP Melkert represented Armenia
Administrator

| Bosnia and Herzegovina, Bu
Ad Melkert, UNDP Croatia, Cyprus, Georgia, Isi
Associate Administrator FYR Macedonia, Moldova, The
! Netherlands, Romania, and
The Board of Directors of the World
Bank, chaired by the President, oversess the bank's business,
including approval of foans and guarantees, new policies, the
administrative budget, country assistance strategies, and
borrowing and financial decisions.

How we do it

v Capacity Developmant
* Women's Empowermen
* Human Rights

* Human Develop
Reports and Statistics

Mr. Melkert joined the World Bank after a fong and prominent
potitical career in the Dutch Labour Party. He was member of
Parliament and Minister of Social Affairs and Employment,
becoming the party's parliamentary leader in 1998. In 2001 he was
elacted party leader, succeeding then prims minister Wim Kok,

* South=South Cooperation
Evalustion

Search

Ea—

Mr. Meikert has had a longstanding involvement in issues of
international and development cooperation. He was active in the
international and European youth movement and worked for the
Dutch development NGO Novib. In Parliament, he was a member of
the Standing Committees for Foreign Affairs and Development Co-
operation. As a Minister, he led the Dutch delegations to the UN
World Confersnce on Women in Beijing {1995) and to the
International Labour Organization’s annual meetings.

Mr. Meikert holds a Master's degree in Political Sciences from the
University of Amsterdam. He is marriad to Chilean painter Mdnica
Le6n Borquez and has two daughters. In addition to his native
Dutch, he speaks English, German, French, and Spanish.

Permanent Subcopunittee on Investigations
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One of the main reasons that UNDP is a trusted development
partner all over the world is because it operates according to the
principles and values of the United Nations. That means raspecting
each country’s controf over its own future, while bringing countries
together to work on shared goals and chalienges. The UNDP
Executive Board is made up of representatives from 36 countries
around the world who serve on a rotating basis. Through its
Bureau, consisting of representatives from five regional groups, the
Board oversees and supports the activities of UNDP, ensuring that
the organization remains responsive to the evolving needs of
programme countries. The Executive Board secretariat facilitates
the work of the Board by reviewing and editing all documentation
for submission to the Board. It makes logistical arrangements for
three Board meetings each year and provides information and other
support services to Board members.

Latest Updates

21 January -~ Statement by Kemal Dervis, UNDP Administrator,
on the occasion of the first reqular session of the Executive
Board of UNDP/UNFPA

Daily briefs: 21 January | 22 January | 23 January | 24
January

Compendium of decisions adopted at the first regular session
2008

Tentative work plan for the annual session 2008 {16-27 June,
Gengval

FEvaluation of resuits-hased management in UNDP: UNDP
respanse to questions raised by Executive Beard members

UNDP Report-FN 10
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i i Executive Board at each regular session, Decisions are focused and
* Membership action-ariented; short and without preambular paragraphs. Since
Fprovedure 1994, decisions adepted by the Executive Board have been
1 dates in 2008 documented by the secretariat,
* Secretariat of the Board

Year Language
Documents 2007 English Frangals
2006 English

+ Decisions of the Ex
Board 2005
* Reports on

2004 Engiish Francais
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Links and Resources

2001 Frang
¥ UNDP =
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Systam 1998
1997 English
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r N . m 1984 English Frangais
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18 June 2007
News . Kemal Dervis -Annual Session of the UNDP/UNFPA

Executive Board

Statement by Kemal Dervis,

MENCE administrator of the United Nations Development Programme

* Poverty Reducti . . ¢ R

© Crisie Prevention & er the Occasion of the Armvuai Session
Recovery of the UNDP/UNFPA Executive Board

* o Environment & Ensrgy

= HIV/AIDS 18 June 2007, New York

Regions

Mr. President,
Excellencies,
Distinguished Delegates,

States

oA &C{QL;;QC‘?; Dear Colleagues,
* Latin Americs & the
Caribbiean This Board meeting comes at a very important and challenging
ttme. We have achieved a lot together over the past two years -
Dates UNDP has grown and become stronger and more effective ~ and we
< 2007 are currently delivering more in terms of our programmes than
* 2008 ever before. At the same time the challenges are immense and we
2005 face some very tough choices. I will as usual be very frank in my
* 2008 remarks this morning. I will also sincerely welcome not only your
thoughts but your criticisms and specific suggestions for the
Speeches future. UNDP, and more generally the United Nations in

development, can only be successful with the full support of this
Board and ocur member countries. Your active support and
involvement is essential, We want i, we welcome i, we need it.

UNDP Administrator Kemal,
Dervig ;
UNDP
Admy

ciate i
rator Ad Malkert |

Qther Speeches and Let me comae right away to what the key chailenges and choices
Statements are.

First there is a problem of timing. The debate on UN coherence in
development has only just started in the General Assembly {GA).
Nemocratic Governance There are disagreements amang Member States on how it should
Poverty Reduction be conducted and Member States are much less advanced in this
Crigic Prevention & debate than what many expected a year ago.

Recovary
Enviropment & Energy The next Triennial Comprehensive Policy Review (TCPR) is ahead of
HIV/AIDS us. And yet, the previously agresd calendar demands that UNDP's
medium term-strategy should be formulated now, and receive your
approval in September. 50 there is really a timing issue. Tomorrow
we will be dealing with the details of the Strategic Plan, and yet
many of the issues that have an impact on the medium and long-

“ Topics
MDGs

Region

Permanent Subcommitiee on Investigatipns
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* Europe & the CIS term strategy of UNDP, and indeed of the wider UN in
. ?‘;“;;é‘r""‘@"ifi' & the development; is going to be discussed I the weeks and months
A AN

ahead.

This timing has presented us with the problem of writing the draft
Strategic Plan without yet having the benefit of knowing the
outcome of the discussions that will take place. You are having the
same problem on your side, And yet we should have our new
strategy in place and approved by the end of this year so that our
work has your formal endorsement. This timing issue has led us
to write the strategy in a way that is essentially based on the last
—— TCPR and with sufficient amount of flexibility so that new guidance
i‘ . @ that will surely emerge over the coming months can be
e incorporated naturally. For example, the strategy projects a
gradual evolution-of the role and authority of the resident
coordinators accompanied by an increasing presence and role of
UNDP country-directors over the 2008-2009 period, rather than an
abrupt change at the start of 2008. How exactly this should work
does depend on the outcome of the next TCPR as well as the
General Assembly discussions relating to coherence. We can
therefore adjust these roles accordingly. Nonetheless, it may be
good to agree already now that at the Board meeting of January
2008, we should have a session explicitly discussing what
adjustments, if any, UNDP should make in the implemaentation of
the Strategic Plan to best reflect the views and recommendations
emerging from the discussians to take place in the coming months.
This is the first issue that T wanted to highlight this morning.

Search

A second and related problem is that I sense serious disagreements
among member states on several issues, If these disagreements
persist neither UNDP nor the wider UN Development Group can
formulate a long term strategy that will reflect the aspirations of all
our members, So we have to work together to reach consensus.
The management of UNDP has of coursa a key role to play: we will
propose solutions; we will try to facilitate discussions; but I hope
that you, amongst yourseives, will also reach consensus that will
help us move ahead. Take the issue of internal audits, for exampie.
One high- incormne member country, supported by some others,
wants UNDP and other UNDG agancies to publicly share our internal
audits, going well beyond the current practice of making these
internal audits available to the external auditors only. Other
members of this board, from Europe as weli as the developing
countries, have expressed their strong opposition to such a change,
arguing that internal audits are management tools and that there
are confidentiality and national sovereignty issues involved. We
are trying to propose what I think is a reasonable course of action,
namely making the audits available to members of this Board, but
to you only and at UNDP premises. We are also working with our
sister agencies within the framework of the CEB to try to reach a
common policy. Clearly we would very much welcome an approach
that had the support of all of you. On this issue and on governance

http://content. undp.org/go/newsroom/2007/june/statement-by-kemal-dervi-on-the-occasion-... . 2/5/2008
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issues more generally, I would tike to stress that good governance
requires not only formal rules but also capacity and legitimate
balance. Many international organizations face the problem that the
developing countries, particularty the least developed, do not
always have sufficient resources to fully exercise their share of
governance. We should make every effort to help all members of
this Board in their governance and oversight roles. Otherwise what
happens is thaf governance is “de facto” exercised by the rich and
powerful only.

Another area of debate seems to relate to how much coherence
and coordination is really desirable among UN agencies. Are we
tatking about a very loose form of working tagather, or is a more
integrated programming and courdinated delivery of support
desirable? What are the most effective funding mechanisms? How
can we maore decisively cut down duplication and increase the skills
that the UN family can deploy in support of development? These
were the big topics debated by the High-Level Panel (HLP}. A vision
was formulated with the participation of leaders from high, middie
and fow income countries. But the fact is that this vision has not
yet been accepted by our governing organs ~ indeed as I just
mentioned - the real debate has hardly started. So we are a little
bit caught in the middle, On the one hand there are those who are
asking us to move very fast in the direction of the HLP vision - and
some think we are not moving fast enough. On the other hand,
there are those who are asking us to wait and abstain from any
action that could be interpreted as an adaption of the HLP vision.
To reselve this dilemma, we have, with your support, adopted the
“pilot countries” approach. Following explicit requests from 8
programme countries the UN Country Teams, under the leadership
of the government and resident coordinators, are partnering with
governments in developing models of increased coherence
appropriate to each one of the pilot countries. As I stressed on
many occasions, these are pilots, not models that will necessarily
gain universal legitimacy. One size does not fit all and different
paths are being explored, taking into account different
circumstances, all under government leadership. I hope that we will
be able to learn concrate lessons from these pilots and share these
lessons with you, Already next week there will be an informal
event bringing the prefiminary experiences in front of interested
member countries for an apen discussion. All this should help the
GA debate and the TCPR. And it will help us formulate
atternatives among which countries can chose. But there cannot
and should not be any doubt in anybody’s mind : countries will
chose the preferred modalities of UN coherence at the country
tevel, just as they will and should always chose the deveiopment
strategies that fit local circumstances best. There cannot be a one-
size-fit-all UN coherence modet! at the country level.

Finally, et me say a few words on another area of debate: the role
of universal principtes and the values of the UN Charter, including

http://content.undp.org/gomewsroom/2007/june/statement-by-kemal-dervi-on-the-occasiofi=., - 2/5/2008
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the common commitments we have all. made to values such as
human rights-and gender equality, and the specific priorities and
circumstances of individual countries:. Some commitments are
indeed univergal and the UN Charter is a binding common
commitment. 50 we have to work within the ethical and universal
framework of the Charter, There are also important internationally
agreed goals and values as expressed in various “outcome
documents” agreed on by all. I could not imagine working at the
United Natigns if I 'was not totally committed to the cause of
Human Rightsi: Our approach to these issues at the country level is
and has to be-ohe of suppert to capacity development, however,
not one of palitical conditionality. - Political conditionality is not part
of our mandate and manner of workifig. Human rights are at times
endangered in every country on the planet. Social exclusion,
violence ~ in-particular against women and children, police or other
forms of brutality, failures in the rule of law, untreated iliness ...
these are problems’'we find everywhere to some degree. Our role,
within our mandate; s o help build capacity to deal with these
problems, It in'thig spirit that the operational principles proposed in
the draft Strategic Plan should be understood. T hope T am correct
in my helief that we have full agreement on this framework and 1
trust you will express your support to this understanding. If the
Strategic Plan does not formulate this clearly enough, we will have
to make it clearer. T hope the work we are doing with you on this
and other matters will lead to a more accurate wording in the draft
that you will all be able to fully support.

As the Board discusses the overall direction of UNDP's draft
Strategic Flan. 2D008-20011, in the davs and weeks to come, and as
the General Assembly debates UN coherence, we must all realize
that this is a pivotal time for UNDP as well as the entire UN
developrnent family.  The United Nations is the family of all
Nations, We can only advance with your support. - We can propase
avenues of change; compromises between different positions and
practical arrangements. But we cannot substitute for governments
in reaching agreement. I do very much hope that the spirit of
constructive muititateralism will prevail, that positions that seem
far apart can be brought closer together; and that with the support
of this muitiateral Board, UNDP and cur sister agencies can
strengthen the support we provide to people around the world,
particularty to the least fortunate and to those in greatest need.

After these introductory remarks, I would like to briefly look back
on UNDP’s activities over the last year; provide an update on
developments since the January Board session, in particular on
management and accountability; and also give some introductory
comments on the draft Strategic Plan which will be discussed more
fully tomorrow; within the constraints and mindful of the timing
issues that I referred to.

1. The year in review

http://content.undp.org/go/newsroom/2007/june/statement-by-kemal-dervi-on-the-otcasion-... | 2/5/2008
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I Executive Summary
Gbjectives and Scope

A limited scope audit of the UNDP Office in Democratic People’s Republic of Korea (DPRK) was
conducted in the ficld between 2 and 13 August 2004. Due to the absence of a programme
specialist on the audit team and due to time constraints, the scope of the performance audit was
reduced and limited to an assessment of the following areas:

Management of People
Development Services
HR Administration
Procurement

Financial Resources

2 9 @ @ @

In OAPR’s opinion, the overall performance of the UNDP Office in DPRK was partially
satisfactory over the period | January to 31 December 2003,

Overall Opinion

Overall, the Office’s operations are satisfactorily managed over the period of January to December
2003 in the areas of Finance, Procurement and Human Resources Administration.

The overall rating of partially satisfactory is based on the overriding concern over the long term
sustainability of the Office in terms of office capacity.

The fong term sustainability of the Office is critical given the need to increase capacity in terms of
both international and national staff for satisfactory project delivery. However, this is constrained
by the limited status of extra-budgetary resources as at the end of 2004 (sufficient for only 10
months operations) and fack of capacity and continuity of Government seconded national staff who
are not competitively selected by the Office.

Inn an effort to increase capacity, the Office has addressed the issue using inappropriate and short
term solutions such as use of TRAC and project resources to fund staff performing Office functions:

s The Office has requested RBAP approval to use TRAC funds to recruit three internaticnal
and two national staff to effectively implement the proposed Global Fund for AIDS,
Tuberculosis and Malaria (GFATM).  The request is only for one year and there is no
funding plan in place for these staff beyond the first year. This approach of funding Office
capacity from TRAC is inappropriate as TRAC funds are not being used for development
projects, but instead are being used for administrative support costs. Bearing in mind
donors apparent concern on funds not being used for humanitarian and development
interventions, in QAPR’s opinion, expenditure incurred under this Project Unit would not
conform to the purposes for which TRAC funds have been appropriated. Additionally, this
will result in inaccurate financial reporting of donor funds as project delivery figures will be
inflated and administrative support costs understated, giving misleading information that
delivery has increased with no apparent increase in authorised posts or staffing costs, This
short term solution is also not sustainable for a programme that is medium/long term in
nature as the GMS earned from administering the fund in the first year is insufficient to
cover the costs of the additional staff, beyoud the first year,

= One international UNV, one national Programme Officer and one national Programme

Assistant are performing both Office and project functions, but are being funded entirely
from two projects, and not from the office administrative budget.

UNDF Office in DPRK Page 3 of §7
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Key Office positions have been filled using contracts of limited duration, or are Gowvernment
seconded staff who do not hold UNDP contracts:

The Operations Manager post which is a core and critical function for the continued
activities and long-term sustainability of the Office, has been held by staff on short term
contract modalities such as S5A and ALD funded from extra-budgetary resources. This is
not compatible with the long-term nature of the functions of Operations Manager and due to
the limited status of extra-budgetary resources, this critical post cannot be funded in the
long run; and

All national staff are seconded from the Government and are not recruited with UNDP
contracts, The Office has ne control over recruitment of staff as the Government only
provides one candidate for each post and does not provide detailed qualifications, work
experience or personal details to the Office. The staff are recalled from UNDP at the entire
discretion of the Government,

In OAPR’s opinion, RBAP assistance is urgently needed in terms of a long-term strategy and action
plan to increase the capacity of the DPRK Office.

The other areas that require the Office’s attention are:

a}

b)

c)

Menitoring project cutputs/objectives by consistent implementation of annual progress
reports, especially for projects of significant value;

Strengthening the transfer and monitoring process of project non-expendable inventory to
the Government via evaluation by the Office’s Contracts, Assets & Procurement (CAP)
commitiee, ensuring inventory lists are compiete and certified by the Office/executing
agency and ensuring that project equipment {s received by authorised Government
personnel; and

Implementing the recovery of support services provided by the Office to NEX/DEX
projects.

Acknowledgement

The audit team wishes to extend its thanks and appreciation to the Country Director and the staff of
the UNDP Office in DPRK for their availability and co-operation during the course of the audit.

UNDP Office in DPRK . Page 4 of 57



468

RASC-Malaysia

{.imited Scope Audit Reporl - DRAFT

Ratings Summary

Category

N/A D FS N

1. Country level programme

1.1, CCA and UNDAF

1.2, SRF and CCF/Country Programme
1.3, ROAR verification

{4, Outcome monitoring and evaluations

Not Assessed
Mot Assessed
Not Assessed
Not Assessed

2.  Maunagement

1. Planning and monitoring
2. People

Not Assessed
Deficient

3. Knowledge-sharing and implementation of practices

4. Partnerships and resource mobilisation

4.1, Partnerships within the development community
4.2, Resource mobilisation
4.3, Government relations

Not Assessed
Not Assessed
Not Assessed

5. Support to UN coardination

Resident coordinator role
Common services provided by the office

w
B e

Not Assessed
Not Assessed

6. Advoecacy services

7.  Development services

i

7.1, Project design, appraisal and approval
7.2.  Project monitoring

Partially Satisfactory
Partially Satisfactory

7.3, NEX/NGO audit process Satisfactory
7.4, Country office support to project implementation Partially Satisfactory
7.5, Management of non-core contributions Satisfactory
8. HR administration 5 ; ‘
8.1, Office staff Satisfactory
8.2,  Project/other staff Satisfactory
8.3, Consultants and temporary assistance Satisfactory
9. Procurement, inventory and office premises
18, Financial resources
10.1.  Commitments, disbursements and receipts Satisfactory
10.2. Banking operations and cash management Satisfactory

10.3. Monitoring financial resources

11, General administration

Satisfactory
-

1Lt Vehicles

11.2, Travel, shipping and hospitality
113, Security

P14, Registry/records

11.5. Housing {where applicable)

Not Assessed
Not Assessed
Not Assessed
Not Assessed
Not Assessed

12, IT and communications

I

Note: N/A = Not Assessed, D = Deficient, PS = Partially Satisfactory, § = Satisfactory

HINDYE i I DPRK
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i, Introduction
Objectives

The audit was conducted according to the audit approach to CO audits which objectives are
summarised as follows:

1. To provide senior management with a holistic assessment of CO performance that identifies
significant constraints, if any, preventing COs from achieving fully satisfactory performance.

I

To provide Office management with feedback, both positive and negative, on the Office’s
performance and potential for improvement taking into account lessons from experience within
the Office as well as from elsewhere,

(V5]

To strengthen accouniability for good and poor performance by documenting findings and
reporting results for follow-up by senior managers.

4, To verify results reported by COs, such as those contained in the ROAR and MRF, which will
enable bureaux to better target their monitoring and support activities, and glean lessons for
improving performance across all COs.

5. To assess CO compliance with Executive Board decisions, UNDP Financial Rules and
Regulations and UN Staff Rules and Regulations in order to protect the accountability of the

Administrator to the Executive Board and the Secretary-General and report instances of non-
compliance for information and consideration of performance measures.

Scope and Approach

The audit was conducted in accordance with the document - OAPR Guide to Assessing and
Improving CO Performance, which is available on QAPR’s Intranet site.

Period of Audit Mission

The audit covered the period of 1 Janvary to 31 December 2003 and was conducted in the field
between 2 and 13 August 2004,

Audit Team

The audit team included two OAPR staff and one auditor on loan from the international audit firm
Ernst & Young in Malaysia:

¢ Ms Cheryl-Lynne Kulasingham, Team Leader - OAPR/RASC-Malaysia
= Ms. Hui Lian Lock, Audit Specialist - OAPR/RASC-Malaysia
= Mr. Wai Choong Wong, Manager - Ernst & Young, Malaysia

The audit team did not include a programme specialist, which would have permitted coverage of
programme areas.

Office Management
The Office’s management team is comprised of:
= Mr Masood Hyder, RR/RC from August 2002 to July 2004;

= Mr Abu Selim, Country Directer since December 2001; and
®  Ms Sara Adams, Operations Manager sinee July 2003.

UNDP Office in DPRK Page 6 of 57
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ill. Operational Overview

DPRK is a country in a special development situation. The population of DPRK has suffered from
food shortages and a decline in general health and welfare standards due to changes in external
circumstances, i.e. loss of traditional partnerships with socialist countries since the late 1980’s, and
a series of severe natural disasters throughout the second part of the 1950°s, The country has also
suffered from imposition of economic, diplomatic and other sanctions. The extent of the countries
difficulties is indicated by a 50% drop in gross domestic product between 1992 and 1998 to just
over $10 billion.'

Economic constraints and natural calamities have led to a rapid erosion in the quality of economic
infrastructure, The energy sector has been severely disrupted, partly due to the flooding of
coalmines and partly due to a lack of fuel supplies. This has Jed to a severe disruption of
agricultural and industrial production. Although having recovered since 1997, agricultural
production is around half what it was in the 1980s. The reduced capacity of the country to obtain
commcrcizzi imports has {zd to a sharp decline in the availability of food, and to a great deal of food
insecurity.”

DPRK receives extensive humanitarian support from a variety of bilateral and multilateral donors.
Humanitarian assistance is largely in the form of food aid through the World Food Programme
(WFP), which averaged over $200 m annually over the last four years. The amount of food aid was
estimated at approximately $2 billion between 1995 and 2003. WFP and FAQO estimates suggest
that the country has a food deficit of 1 m tonnes of grain per vear.’

The re-emergence of the nuclear issue in October 2002 has resulted in deterioration in the relations
between DPRK, Republic of Korea, Japan and the United States. This has resulted in continued
refuctance of some donors fo provide humanitarian assistance. Most donors are reluctant to support
rehabilitation and development activities until the nuclear issue has been resolved. The negative
impact of the nuclear issue was compounded by the Severe Acute Respiratory Syndrome (SARS)
epidemic in 2003, due to DPRK’s proximity to China.*

The first CCA for DPRK was finalised in March 2003 and was a collaborative preduct of the
UNCT, Government, resident NGOs, non-resident agencies and other development partners, The
joint UNCT/Government Steering Committee was co-chaired by the RC and the Secretary General
of the National Coordinating Committee. Seven Joint Thematic Groups were established
identifying the following priority areas:

a} Food Security

b} Health & Nutrition

¢}  Water, Environment & Sanitation
d) Education

e) Gender

f) Development Cooperation

g) Energy & Environment

' Second CCF (2001-2004)

12003 CCA

: Country Programme (2005-2006}

4 Resident Coordinator Annual Report for 2003

UNDP Office in DRFRK Payge 7 of 57
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The UNDAF is planned for 2004/2005, Several short term formulation missions on the UNDAF
have been undertaken.

The following UN Agencies are represented in DPREK:

1 WFP 40
2 UNICEF 10
3 UNDP 5
4 WHO 3
5 UNFPA 1
3 FAQ 1
7 OCHA 1
Total * 84

1AEA had consultants in the country until late 2002. None of the UN Agencies share common
premises with UNDP.

The CCF {2001-2004) identificd three areas of concentration which were agriculture, energy and
transport.

The draft country programme (CP) document (2005-2006) reflects the intention of the UNCT to
harmonize programming periods and lay the foundation for a possible CCA and UNDAF. The
funding of the CP amounts to $22 m, of which $16 m is regular resources and $6 m is from other
resources (GFATM of 85 m and GEF of $1 m). As at July 2004, the CP has been submitted to the
Executive Board Secretariat for approval in September 2004.

A critical role of the proposed two-year programme is to build the human capacities and knowledge
base needed for adjustments in three areas:

a) Rural sector and natural resource management;
b) Economic management; and
¢} Social sector management

Due to the extensive humanitarian support and food aid, the former RR/RC was a WFP staff
assuming the functions of WFP Representative and Humanitarian Coordinator.

Internet connectivity to the Office was only available to the Office in September 2003, with the
VSAT installation.

* UN Security Plan as of September 2003, Consists of international staff only, including UNVs.

UNDP Office In DPRK Page 8 of 57
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Programme Resources

Areas of Activities for Ongoing Projects

5% 7%
o

2% 8%

)
48% 30%

® Governance ® Poverty
= Environment ® Gender

s Speciat Dev. Situations T Other

As at December 2003, there were 31 on-going projects with a total budget value of $12 m. The
targest share of programming resources is to Environment (48%) and Poverty (30%). This is in line
with the CCF (2001 to 2004) where focus is on environmentally sustainable development towards
reducing poverty and improving the well being and security of the poor.

NEX and Government Counterparts

Execution Modalities Modality of NEX Delivery
% %

4%

100%

;
# UN Agencies (excluding UNOPS) ® Direct Payments ® Advance Payments
#UNQPS
BNEX

DEX

Out of the total budget value of on-going projects of $12 m, 48% is NEX, 40% is executed by
UNOPS, 8% is DEX and the remaining 4% by other agencies. The Office is providing 100%
support services to NEX projects in terms of direct payments.

The Office’s main Government counterparts are the Ministry of Foreign Affairs and the General
Bureau for Cooperation with International Organisations, Ministry of Foreign Trade.

UNDP Office in DPRK : Page 9 of 57
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Performance Indicators

Level of Programme Responsibilities

Number of ongoing projects 48 3

Number of programme personnel 38 8

Number of Projects per programime 13 5

personnel :

Annual Project Expenditure per

programme personnel ($000s) 344 314
Average budget value per ongoing 1342 390

project (in $000s)

The number of on-going projects in DPRK of 31 is significantly lower than the RBAP average of
49 projects. Due to the small number of programme staff, the Office handles a significantly higher
number of projects per staff (5) compared to the RBAP average of 1.3. However, in spite of the
higher number of projects, project expenditure per staff in DPRK of $314 k, is less than the regional
average of $344 k.

Due to the lower number of projects and project expenditure in DPRK, the average budgst value per
on-going project of $350 k is significantly lower than the regional average (30% of the regional
average of $1,342 k). Furthermore, 80% of project expenditure in 2003 relates to only 10 projects.

FPost adjustment index (for reference

25 358
only)
Admin. Costs over Project Expenditure 5 N
{excluding international staff 8.7% 15.3%
Number of local personnel 33 22
Total Admin. Costs per Local Staff
(50008) 34 13

The ratio of annual office costs to annual project expenditure of 15% in DPRK is much higher than
the RBAP average (9%). The main reason for this higher ratio is because of a decrease in project
expenditure in 2003 of almost 50% compared to 2000 levels, whereas, office expenditure has more
or less remained constant at approximately $289 k compared to 2000,

The number of local staff in DPRK (22) is much lower than the regional average (33). The office
cost per local staff is low, at only $13 k per staff as compared to $34 k for the RBAP average. This
is due to the fact that only 12 out of 22 local staff are funded from office administrative resources.
{The other 10 staff are funded as follows - 7 from projects, 2 by the Government and 1 from the RC
budget). Furthermore, local staff do not hold UNDP contracts and hence, the Office only bears the
cost of the average monthly salary of $285 and meal allowance of $120 for the 12 staff. The Office
pays no other benefits such as pension fund and MIP.

UNDP Office in DPRK Page 10 of 57
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Support to the UN System

'avsje cies (number of vouchers)
Total average monthly vouchers
{number of vouchers) 8 147

Admin. suppert to UN 568.3% 50.3%

Majority of administrative support services are for two resident UN Agencies (FAQ and UNFPA)
and also for UNOPS as an executing agency. The Office’s level of administrative support to UN
Agencies is slightly lower than the regional average, partly due to the fact that the two largest
Agencies (WFP and UNICEF) have their own support staff.

Global Staff Survey

All national staff are seconded by the Government and do not hold UNDP contracts. National
seconded staff have not been required to participate in the Global Staff Survey as this is a
requirement only for 100, 200 and 300 series staff. As such, there have been no staff survey results
for 2002 and 2003 as there were no such contract holders in UNDP DPRK, other than the Country
Director who participated in the Survey.

UNDP Office in DPRK Pags 11 of 57
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V. Detalled Assessment

Not Assessed

Overview

Not Assessed

Corporate lssues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

A28 Strategic Re

Qverview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other issues

Not Assessed

1.3, ROAR Verificatior

Overview

Not Assessed
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Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

Qverview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other issues

Not Assessed

HINDR Offine in DPRK
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Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

20 people
Overview

QOffice Staffing

As at 31 December 2003, the Office staffing consists of twe international staff, 22 national staff
(three National Officers and 19 General Services staff) and ong S5A.

The international staff consisted of the RR/RC and the Country Director. There are no Deputy
posts in the Office as the two deputy posts of DRR-Programme and DRR-Operations were
combined during the downsizing exercise in 2003, The post of DRR-Programme was upgraded
into a Senior Deputy Resident Representative and subsequently converted to a Country Director
post. This was because the former RR/RC was a WFP staff assuming the functions of WFP
Representative and Humanitarian Coordinator, As he was predominantly involved with WEP
management and humanitarian assistance, the management of UNDP programme and operations
was solely handled by the Country Director.

The Operations Manager post was held by a staff on a short-term contract (SSA). This post was
converted to a one year ALD contract in March 2004 with Headquarters approval.  In 2003, there
was no ARR-Programme.  However, Headquarters has since approved this post. The post

escription has been finalized at Headquarters in July 2004 and the post is expected to be advertised
shortly.

The national staff are seconded by the Government and are not recruited with UNDP contracts.

National staff can be recalled anytime at the discretion of the Government. The staffs are funded
as follows:

UNDPR Office in DPRK Page 14 of 57
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PROJECT

DPX8
GOVT (1)
GCCC (2)

RC

Total

Pl

(1) The staff's salary is fully paid by the Government.

(2)The staff is a driver who Js funded from a Government
Cash Counferpant Confribution (GCCC) paid by the
Govemnment in 2002. The GCCC is now reflected as a
project in Atlas.

Qut of the 22 staff, there are 12 Office staff, five drivers and five cleaners/gardeners. Seconded
staff are recalled entirely at the discretion of the Government. Hence, the Office has no control
over the hiring of staff and length of service of staff. As at August 2004, eight staff have more
than five years service with UNDP, with the two longest serving staff having almost nine years
service. The remaining 14 staff have less than five years of service. The gender distribution of
national staff is 60% male and 40% female. Refer also to Section 8.1 ~ Office Staff.

Re-profiling Mission

A re-profiling mission was undertaken in mid 2002, 1o validate the proposals from the 2002 Key
Results Strategy Paper for UNDP DPRK prepared by the Office in June 2002. A Re-profiling
Action Plan was submitted by the team leader to the Office in January 2003. However, no formal
report was issued as per the BoM website.

Alignment of Job Functions with Office Requirements

Job descriptions have been created for all posts and job functions aligned with Office requirements:

= Finance —~ currently there is a Finance Officer, assisted by the Registry/Finance
Assistant. The Office is considering moving the PSU staff to Finance, to increase the
capacity from two to three.

= Registry/Reception — currently, there are two staff performing this function
independently, These two roles will be combined when the current Receptionist is
withdrawn and a replacement given by the Government,

As per the Organigramme, the positions of two Chief Technical Advisor posts (funded from
projects) and a Programme Assistant-RC Coordination (funded from the RC budget) are vacant.
The status of the recruitment of these posts is as follows:

s Chief Technical Advisor (Agriculture Rehabilitation and Environment Protection) & Chief
Technical Advisor (Enhanced Capacity Development) — recroitment of these positions is
on-going as there is difficulty in attracting gualified candidates on a long term basis due to
Hving/working conditions in the country, and situations where selected candidates have not
been given visa approval by the Government.

= Programme Assistant for RC Coordination — UNDGO has verbally indicated the possibility

that a UNV position could be funded from the RC budget. The Office will include this post
in the 2005 RC budget.
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Learning Plan

The Operations Manager has been made the Learning Manager since July 2003. A Learning Plan
was developed based on a training needs assessment of each staff. Scheduling of training however,
is constrained by the requirement of the Government for all staff leaving the country for training to
be accompanied by another staff of the same gender. This constraint of sending two staff at a time
(for training that may not be relevant to the accompanying staff) also reduces the funds available for
training.

Global Staff Survey

As all national staff are seconded from the Government and do not hold UNDP contracts, they have
not been required to participate in the Global Staff Survey as this is a requirement only for 100, 200
and 300 series staff. As such, there have been no results for the staff survey of 2002 and 2003, The
Country Director is the only such contract holder and has participated in the Survey.

RCA

The RCA process has not been implemented by the Office as the reaction from the Government in
the past was negative. In the absence of the RCA, 2 training needs assessment was done for each
staff and incorporated in the Learning Plan.

Corporate Issues

Use of ALD to Hire Operations Manager

Since 2002, there has been a lack of continuity in the post of Operations Manager as the position
has been filled by staff on short-term contracts as follows:

DRR-O 200
Evans
Operations Jaginder Mar 01 to Aug 01 S8A 5 months
Manager Kanwar
Yolanda Dubois Jan 02 to Jul 02 UNV 7 months
Naomi Scott Jul 02 to May 03 S8A 11 months
Sara Adams Jut 03 to present SSA & ALD 13 months

tn March 2004, the Office requested and obtained approval from Headquarters for the post to be
converted to 2 one year ALD-4 contract modality which will result in the post being continuously
filled by the same staff for approximately two years, from July 2003 to March 2005. The Office
was able to fund the ALD post from extra budgetary resources for one year with the assistance of
WEP, as 30% or $45 k of the cost for the year was shared with WFP in line with the Inter-Agency
Mobility Programime which allows staff from UN Agencies to switch from one agency to another
(the current Operations Manager is a WFP staff on special leave without pay). This arrangement
gives rise to the following concerns:

a) The Operations Manager position is a core and critical function for the continued activities
and long term sustainability of the Office. Short-term contract modalities such as SSA and
ALDs are not compatible with the long-term nature of the functions of Operations
Manager; and

b) Taking into account projected income and expenditure in 2004, the estimated status of
DPXB as at end 2004 is sufficient for only another 10 months of operations. Hence, the
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Office is unlikely to be able to fund this post from extra budgetary resources on a long term
basis, bevond the expiry of the current Operations Manager’s contract in March 2005.

In OAPR’s opinion, the critical position of an Operations Manager cannct be nationalized given
that all national staff are seconded from the Government and hence, the selection process is not
competitive or based on relevant qualifications for the post. Furthermore, the length of service of
national staff is not fixed as staff can be recalled at the discretion of the Government. (Refer to
Areas Requiring Action — Selection Process of Office Staff). Consequently, the post of an
international Operations Manager is necessary for the continuity of the Office and funding to this
effect needs 10 be secured by RBAP,

Good Practices
None.
Areas Requiring Action

TRAC Funds Used for Administrative Support fo Profects

UNDP DPRK has been designated as a Principal Recipient of the Global Fund to fight AIDS,
Tuberculosis and Malaria (GFATM), as required by the GFATM Board for countries where special
conditions have been imposed. The Grant Agreement has yet to be signed. As at August 2004, the
Office is preparing for the audit/evaluation by the Grant Fund auditors, as required by the Grant
Agreement. As per the Country Programme (2005-2006), total funds of $5.5 m are expected from
GFATM.

The Office does not have the capacity to implement the Grant. To increase capacity, the Office is
proposing to recruit three international staff and two national staff to be funded from TRAC. (The
Office has submitted a project document to REAP for approval to set-up a Technical Assistance
Praject Unit for these administrative support services to be funded from TRAC amounting to
$240k. The Project Unit is initially for one year and the Office has confirmed that it will
subsequently ask for extension for another year).

In OAPR’s opinion, using TRAC resources to fund additional Office capacity is not appropriate.

TRAC funds are specifically for development projects and not for funding administrative support
costs. Bearing in mind donors apparent concern on funds not being used for humanitarian and
development interventions, in OAPR’s opinion, expenditure incurred under this Project Unit would
not conform to the purposes for which TRAC funds have been appropriated.

Additionally, this approach of using TRAC funds results in inaccurate financial reporting of donor
funds. Administrative support costs will be reported as project expenditure, i.e. project delivery
figures will be inflated, whilst support costs figures will be understated. This inaccurate reporting
would be misleading to doners, giving the wrong impression that defivery has increased while there
has been no apparent increase in the authorized posts or staffing costs of the Office.

Fusthermore, this approach is a short-term solution to a structural issue of a medium/long-term
nature. The use of TRAC in the first year of the project is not sustainable to deliver the GFATM
project, as the estimated GMS earned by the Office from administering the funds in the first year is
$71 k (2.67% of the estimated amount 1o be mobilized in the first year {.e §3 m), which will be
insufficient to cover the cost of these staff beyond the first year of the project.

Recommendation 1
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The Office should not enter into the Grant Agreement if it is unable to secure long term funding to
increase office capacity that would permit to satisfactorily deliver the requirements of the
Programme. The Office should:
a) Prepare a feasibility study of the resources needed to fund the additional office capasity to
deliver the GFATM programme in the long run; and
b) Seek adyice/support from RBAP on options available (other than TRAC) to secure funding
as per the feasibility study, for the entire life cycle of the programme and not just for the
first year.

Staff Performing Office Functions Funded from Projects

As at December 2003, there are three international UNVs and seven national staff charged fo
projects, Out of these ten staff, three staff consisting of an international UNV Procurement
Specialist, one national Programme Officer and one national Programme Assistant are performing
both office and project functions, but are being charged entirely to two projects (12256-AREP and
12273-GIS/RS), instead of the Office Administrative Budget, The staff have been funded from
projects due to the limited extra-budgetary resources available (as at end 2004, the status of extra
budgetary resources is sufficient for only 10 months of operations).

To address the issue of limited extra-budgetary resources, the Office has previously explored the
possibility of funding existing office posts through the following avenues:

+  Expanded UNV Programme, incorporating a national UNV component in collaboration
with UNV Bonn, to secure fully-funded UNVs by donors.
s Recruitment of a JPO {Programme Development & Evaluation Officer),

However, the Office lacked a senior programme staff (ARR-Programme level) to supervise an
expanded UNY Unit {a prerequisite for fully funded UNVs) and the JPC post.

Recommendation 2
The Office should:

a) Seek advice/support from RBAP on alternative options to increase extra-budgetary
resources to fund these project staff performing office functions, until such time that the
Office is able to generate it’s own extra-budgetary resources;

b) Ensure that staff performing Office functions are charged to a management project (exira
budgetary resources) in Atlas instead of a development project; and that the costs of support
services provided by these staff to projects is recovered in accordance with the Policy of
Cost Recovery from Regular and Other Resources issued by BoM effective January 2004,

¢) Revisit its efforts to recruit JPOs and fully funded UNVs to expand the existing capacity,
especially once the ARR-Programme post is filled and there is additional supervisory
capacity in place,

Selection Process of Qffice Staff

The Office does not control the hiring of national staff and the length of their service of such staff.
All national staff are seconded from the Government and are not recruited by UNDP. The
Government only provides one candidate for each post and does not provide detailed qualifications,
work experience or personal details to the Office. As such, there is no basis for the Office to align
qualifications of staff with post descriptions. Additionaily, seconded staff can be recalled at
anytime at the discretion of the Government.
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In 1998, the UNCT initiated discussions with the Government to introduce competitive recruitment
of staff under UNDP contracts, to reduce turnover of seconded national staff and to build
institutional memory and capacity. However, the reaction from the Government was negative. In
mid 2004, the Office has initiated action with the Government to allow UNDP to interview staff
who are to be seconded and to determine their level of proficiency in English. The Government has
reluctantly allowed this, however, efforts by the Office to reject unsuitable staff have not been
successful.

Recommendation 3

In line with current efforts to improve the selection process of Government seconded staff, the
Office in collaboration with the UNCT, should initiate discussions with the Government to
competitively recruit staff under UNDP contracts

Implementation of RCA process

The RCA process as a management tool for performance evaluation and vacancy management has
not been implemented by the Office, as in the past, the reaction by the Government to this proposal
was negative.

Recommendation 4

The Office should ensure that the 2004 RCA process is carried out in 2005 by the Operations
Manager for operations posts, and the Country Director for programme posts, in line with current
efforts to improve the selection process of Government seconded staff.

Other issues

Nene.
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Querview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed
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Overview

Not Assessed

Corporate issues

Not Assessed

Good Practices

Mot Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

‘472, Resource Mobilisati
Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Nat Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

43 GovemmentRela
Overview

Not Assessed
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Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed
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547 Resi

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

5.2, Common Serv
Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other issues

Not Assessed
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Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed
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74 Project Design 2
Qverview

There were a total of 11 projects approved in the year 2003 totaling $3m with nine projects
reviewed by the local Programme Appraisal Committee (LPAC) in 2003 and two in 2002,

A review of four projects totaling $2.2m indicated that the logical framework linking the inputs,
activities, outputs and outcomes of the SRF were prepared and supported by detailed budget of the
inputs,

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

Broader Participation Reguired in the LPAC

In the year 2003, the Office LPAC functions can be further strengthened to be more effective in the
project appraisal process. In the review of four ($2.2m) out of eleven projects that were approved
in the year 2003, it was noted that:

*  The LPAC consists mainly of UNDP personnel with the exception of one instance where
there is participation by a FAO representative (for project DRK/03/008 - Propagation of
Grass-feeding Animals)

& Two projects, DRK/03/004 - Enhanced capacity for GIS/RS- Phase II and DRX/03/002 -
Strengthening IT & EMC in DPRK, have no documented inputs from partners independent
of the project preparation process such as the UN agencies, donaors, technical specialist or
civil societies, Inputs from RBAP were of an informal nature and were not documented

= The final project document for DRK/03/002 - Strengthening 1T & EMC approved on 6
January 2003 was not reviewed by LPAC. The LPAC had reviewed an initial draft project
document six months prior.

As of 1 January 2004, project approval is no longer carried out at the Office level. All project
approvals are being done at the HQs level (refer to Executive Board decision ref: DP/2004/14 dated
9 March 2004), so as to strengthen monitoring of the projects and to ensure that the resources
allocated are used for humanitarian and development interventions.

Recommendation §

The Office should ensure that the composition of the LPAC includes representatives or
development partners who are independent of the immediate project preparation process such as
UN Agencies, donors, technical specialists, civil societies to appraise the guality of project design.
When the approval authority resumes at the Office level, all project documents should be reviewed
by the LPAC prior to final approval by the Country Director.
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Other lssues

None.

7.5, Project Monitoring
Overview

As at 31 December 2003, the Office has 2 total of 31 ongoing projects representing a total budget
value of $12 m. The total expenditure for these ongoing projects in the year 2003 totalled $2 m of
which 81% were incurred by ten projects. For the remaining 21 projects, 15 projects are due for
completion in the year 2004 and six in the years 2005 and 2006.

The majority of the above on-going projects are executed by the Government (NEX) and by
UNOPS, which represents 48% and 40%, respectively, of the total on-going project budget. There
are no advances for the NEX projects and the Office undertakes procurement of goods and services
on behalf of the NEX projects (refer to section 9 —~ Procurement). DEX projects represent 8% of the
total on-going project budget and other UN agencies execution for the remaining 4%.

Corporate issues

None.

Good Practices

None.

Areas Requiring Action

DRK/97/00] ~ Inadequate Monitoring on Project Equipment Transfer to Government

In QAPR’s opinion, proper monitoring of project equipment by the Office in the DPRK is crucial so
as to be in line with the Executive Board's request (ref: DP/2004/14 dated 9 March 2004) for
UNDP to ensure that resources could not be utilised for purposes not envisaged under the projects,

In the review of eight ongoing projects, it was noted that for project, DRK/97/001/01/98 -
Environment and Industrial Pollution (NEX), the total disbursements for non-expendable equipment
since the start of the project in 1997 was $650 k. Htems procured for this project are transferred to
the government on an anonual basis.

A review of the documentation on the transfer of project equipment available in the Office indicates
the following:

= The transfer of $299 k of non-expendable equipment for the year 2002 and 2003 was
authorised by the Programme Officer, without the review of the CAP and approval of the
Country Director; and

»  There was no documentation available in the Office to support the transfer of $169 k
(disbursed in the years 1997 and 1998) of non-expendable equipment.

Recommendation §
The Office should ensure that disposal/transfer of project equipment to the government for items of

asset value above $1,500 per item is properly reviewed by the CAP and approved by the Country
Director. All documentation should be maintained on file.
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Non-submission of Project Inventory List and Incomplete Inventory List Submirted

In the review of eight on-going projects, the following was noted:

= DRK/S9/001 (AREP Support Project executed by UNOPS) - There is no project inventory
list available in the Office. A total of $238 k was disbursed for non-expendable equipment.

s DRK/00/G35 (Biodiversity at Mount Myohyang executed by UNGPS) - A total of $178 k
was dishursed by the project for non-expendable equipment, however, the project inventory
list certified by the government reflects only $2 k of the project equipment. In the absence
of the Programme Officer in charge of the project, the Office is unable to explain the
difference of $176 k.

Recommendation 7

The Office should ensure that the executing agency (UNOPS) submits on an annual basis at
minimum, a certified and complete project inventory list.

List of Equipment Procured

A list of equipment procured for the projects from 2001 to 2003 was submitted to HQs in 2003.
The list was requested because the donor countries wanted to be informed of the manner in which
their funds were utilized. This list detailed the equipment purchased by projects, the projects’
objectives, purpose of the equipment, their cost etc. However, this list has yet to be updated
subsequent to its preparation.

Recommendation 8

The Office should ensure that project personnel update the equipment list to facilitate the
monitoring of equipment purchased, i.e. to conduct physical stock check and site visits, to ensure
that programme resources are utilized for their intended purpese and the donor funds are being
utilized appropriately and accounted for. The practice would also reduce the time required to
update ad hoe reports requested by the donors.

Annugl Progress Reports (APRs)

The annual progress report for the following two projects that represent 20% of the total project
delivery for the year 2003 were not prepared by the Office:

= DRK/02/002/01/34 - Capacity Building for Development Cooperation (IDEX), total project
expenditure for 2003 of $281 k; and

= DRK/Q2/003/01/99 - Sweet Potato Culitivation and Processing (NEX), total project
expenditure for 2003 of $172 k

The 2003 APR for project DRK/97/001/01/99 - Environment and Industrial Pollution (NEX) that
was prepared by the General Bureau for Cooperation with International Organisation (GBCIO) does
not provide details on the project progress fowards project outputs/objectives.
Recommendation 3

The Office should ensure that Annual Progress Reports are prepared by the executing agency. The

APR shouid report on the resuits in achieving the project objectives and should include statements
on the progress towards the project outputs/objectives.
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Unexplained Over-Expenditure Totaling $75k for Project DRK/2/004

Project DRK/02/004 - Cottage Industry PWTGC-Phase 11 is executed by UNIFEM and funded from
TRAC {$86 k), SPPD ($75 k) and SDC (860 k). The total project expenditure for the project as at
31 December 2003 totals $295 k against a total project budget of $220 k resulting in an over-
expenditure of $75 k. Upon Office follow-up in March 2004, UNIFEM responded indicating that
the over-expenditure will be further looked into, The last Office follow-up with UNIFEM was on
25 May 2004, Some two months after the last exchange of e-mails, the matter is still pending.

Recommendation 10

The Office need to further follow-up with UNIFEM to obtain clarifications on the over-
expenditures totaling $75 k for project DRK/02/004 - Cottage Industry PWTGC-Phasell.

Other issues

None.

7350 NEXINGO audit proce

Overview

In December 2003, the Office submitted its NEX audit plan covering six projects with project
expenditures totatling $752 k for the year 2003, All the NEX audit reports were submitted to
OAPR close to the deadline of 30 April 2004.

As per prior vears, the NEX audits were carried out by the national audit authority, Audit Group of
the Ministry of Finance, in April 2004. The scope of the audit included a review of the project
progress, assessment of the project internal control system and certification of the project CDR.

The OAPR NEX Evaluation Letter of July 2004 covering the NEX audit exercise for the year 2004
(2003 expenditure) rated the NEX audit exercise as satisfactory with a rating of 5 (on a scale of 1 to
S, 5 being fully satisfactory). In addition, the Office action plan for 2003 NEX audit results
(covering expenditure for 2002) was evaluated satisfactory.

As at the time of the audit, the action plan to address the issues highlighted in the 2004 NEX audit
reports (2003 expenditure) was still outstanding and the Office had indicated that the action plan
would be prepared and submitted by the deadiine of 15 September 2004,

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

None.

Qther issues

None.
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Overview

A total of $12 k in support services was recovered from UN agencies (FAO, UNFPA, UNOPS,
ESCAP, WHO and UNESCO} and $9 k was recovered for GMS.

However, in the year 2003, there was no recovery for support services rendered for project
implementation.

Corporate issues

None.

Good Practices

None,

Areas Requiring Action

Recovery of Implementation Support Services

Based on estimates of support services provided to NEX/DEX projects in 2003, the approximate
costs that could have been recovered by the Office for support services provided in the areas of
Finance, Human Resources and Procurement are as follows:

Finance 378 vouchers processed in 2003 for Government @ $8 kY
Human Resources S SSA contracts issued in 2003 for projects @ $6.40 57
Procurement 10 purchase orders issued in 2003 for projects @ 458
$45.80
Total 3,539

*Based on established rates in the Universal Price List effective January 2003 for DPRK (low cost
category)

Recommendation 11

The Office should ensure that costs of rendering support services to NEX/DEX projects is fully
recovered on the basis of the Universal Price List as per Policy on Cost Recovery from Regular and
Other Resources issued by BoM effective January 2004.

Qther issues

None,

7.5 Wanagement of 1
Qverview

As at July 2004, there are nine trust fund and cost sharing agreements totaling $2m signed by the
Office with donors contributing to projects that were on-going as bt 31 December 2003.
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A review of four cost sharing and trust fund agreements totaling $1.3m indicated that:

= A 3% COA for the administration of these funds (now called GMS) is built into the
agreements;

®  The terms and conditions of the agreements are consistent with UNDP practices; and
¥ The agreements were duly signed by authorised officlals.

Corporate lssues

None.

Good Practices

None.

Areas Requiring Action

None,

Other issues

None.

UNDP Office in DPRK Page 30 of 57



494

RASGC-Malaysia Limited Scope Audit Report - DRAFT

Satisfactory

Overview

The Operations Manager is responsible for Human Resources administration.

As at December 2003, there was a total of 22 local office staff. There are eleven staff in
Programme and an equal number in Operations. There are 19 General Services staff and three
National Officers. All three National Officers are in the Programme Section. The Office staff are
funded as follows:

PROJECT

DPXB
GOVT (1}
GCCC (2)

RC

Total

(1) The staff's salary is fuily paid by the Government.

(2) The staff is a driver who is funded from a Government
Cash Counterpart Contribution (GCCC) paid by the
Government in 2002, The GCCC is now reffected as
a project in Alfas.

All national staff are seconded from the Government and are not recruited with UNDP contracts.
Staff are seconded from three Government bodies, i.e. the Ministry of Foreign Trade, the Ministry
of Foreign Affairs and the General Bureau for Affairs with Diplomatic Missions. Seconded staff
are assigned and can be recalled entirely at the discretion of the Government. Hence, the Office has
no control over the hiring of staff and the length of their service. As at August 2004, eight staff
have more than five years service with UNDP, with the two longest serving staff having almost nine
years service. The remaining 14 staff have less than five years service.

There is no UN salary scale in DPRK. The cost of the monthly national staff salaries is paid
directly to the respective Government bodies based on the Government salary scale. In 2003, the
Government had two salary increases in July 2003 and October 2003, amounting to a total increase
of 30%, which was agreed by the RR/RC on behalf of all UN Agencies and international NGOs.
The salary per month for local staff are as follows - $310 for office staff, 8273 for drivers/gardeners
and $210 for cleaners. The average monthly salary for the 22 staff is approximately $285 per staff.

Staff are aiso entitled to meal allowances of Euro100 per month ($120 per month), which are paid
directly to the staff, and not to the Government, Their annual leave entitlement is 14 days.

No APP has been formed given that local staff are not recruited or promoted by the Office.
Refer also to Section 2.2 — Management of People.

Corporate Issues

None,

Good Practices
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None,

Areas Requiring Action
None.

Other Issues

None.

8.2, Project] Other StaH

Overview

As at December 2003, there were three international UNV project staff hired by the Office
consisting of a Forestry Speeialist, a Procurement Specialist and a Finance Specialist. In 2003,
there was also an UNV IT Specialist hired by the project for a six-month period in 2003 (excludes
local project staff seconded by the Government and covered under Section 8.1 - Office Staff).
Terms of Reference of positions were sent to UNV Bonn for identification of candidates.
Potential candidates were short-listed and selected by the Office and Government. All UNVs are
holding contracts issued by UNV Bonn and are paid the Volunteer Living Allowance.

In 2003, 25 SSAs were issued to 17 individuals, 17 contracts related to International Consultants
and eight contracts were issued for Temporary Assistants. Nine SSAs related to projects, 12
contracts were for the office and four contracts were for staffing of the UN Dispensary.

The recruitment process for international consiltants was transparent and the Office used
Headquarters, SURF and other UN Agencies to source for candidates. Selection was based on the
qualifications and experience of the consuitants.

Due to Government restrictions, no national staff can be recruited directly by the Office.
Recruitment for temporary assistance positions are from qualified persons already located in DPRK,
i.e. family members of the international community (UN Agencies, Embassies and NGOs). In
2001, the UNCT established a Local SSA Salary Scale, which was updated in 2004 based on the
requisite qualifications and job functions. The scale is denominated in Euros and will be reviewed
annually by the UNCT,

In 2003, no SCs or ALDs were issued during the year to project staff, international consultants or
temporary assistance,

Refer also to Section 2.2 — Management of People.
Corporate lssues

None.

Good Practices

Naone,

Areas Requiring Action

Documentation and Contragt Monngement
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From a review of nine out of 17 contracts issued for consulfants, the recruitiment process was
transparent. Bven though the documentation to support the transparency of the recruitment process
and awarding of contracts was available in the project files, the documentation was not complete in
the Human Resources files maintained by the Operations Manager.

Recommendation 12

The Office should ensure that a snapshot of the recruitment process and employment histery of the
staff hired, are available in the Human Resources files. At a minimum, the Operations Manager in
collaboration with the project staff should ensure that the following documentation of personnel
records is available, before issuance of contracts:

a) Correspondence/summary of the method of sourcing of candidates, the number of CVs
obtained, the evaluation criteria for short-listing of candidates and the basis for selecting the
successtul candidate;

b) A detailed Terms of Reference stating the required skills, qualifications, output and
timeframes for delivery;

¢) The CVs of selected candidates to facilitate an independent check of the qualifications of
staff with the agreed remuneration; and

d) Documentation of reasons for waiver of competitive process, where required expertise is
limited or where there are justifiable reasons to recruit a particular candidate.

QOther issues

None.

‘83, ‘Consultants and Tempora
Overview

Refer to Section 8.2 — Project/Other Staff.
Corporate issues

None,

Good Practices

None,

Areas Requiring Action

None,

Other Issues

None.
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Qverview

The majority of procurement carried out by the Office is for Project procurement. In 2003, 11
Purchase Orders (POs) amounting to $96 k were raised for the Office and 13 POs amounting to
%210 k were raised for Projects, UNDP entered info seven contracts amounting to $132 k in 2003,
The Office did not procure on behalf of any Agencies in 2003, The demographics of 2003
procurement are detailed below:

$ 110 39908 13
$10,0001t0 $ 19,800 g
$ 20,000 and 98,899 1
$ 100,000 and above 1

The breakdown of the POs by their execution modality is detailed in the table below:

UNDP $86 k 31%
NEX $180 Kk 59%
DEX $15k 5%

UNOPS $15 K 5%

Total $306 k 100%

The CAP met six times in 2003 and the total value of procurement evaluated by the Committee
amounted to $240 k. Purchases above $30 k were reviewed by CAP and those above $100 k were
sent to ACP/NY for review. Even though CAP is only required to look into procurement above
$30 k, there were instances where the Committee had reviewed certain procurement below $30 k to
enhance their transparency and accountability, particularly for technical procurement.

The CAP has three members from Programme and a member from Operations. The chairperson of
the CAP informed that when necessary, technical experts and representation from the Agencies
have been invited to participate in the CAP.

We have reviewed seven POs and three contracts for 2003, which encompassed 71% and 46% of
the total value of POs and contracts respectively. From our review, the procurement process Is
satisfactory.

Corporate lssues

None.

Good Practices

None,
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Areas Reguiring Action

Use of I4PSQO in Procurement

it is not the Office’s practice to include the prices for goods such as vehicles, computers ete. from
IAPSO in its competitive selection. This is due to the non-availability of internet access prior to
September 2003 and based on experience, the prices of goods and delivery time, if they were to be
purchased from IAPSC, were not as competitive and efficient as buying from Beijing. However,
since the availability of internet access, the Office has made one purchase from IAPSO.

Recommendation 13

The Office should refer to IAPSO for purchases of goods such as vehicles, computers, etc. for
competitive comparison of prices. Obtaining a price quotation from IAPSO will meet the
requirement for international solicitation, which is appropriate for all contracts exceeding $100 k.
IAPSO also provides benchmark prices to compare with local prices before making any final
procurement decision.

Other issues

The performance of suppliers are reviewed informally when their bids are being evaluated and from
the quality of goods and services recefved. No formal procedure is in place for the evaluation and
blacklisting of suppliers that have consistently supplied goods of inferior quality and have not met
delivery deadlines, ete.

The Office should establish a formal system for evaluating supplier performance to enhance its
existing controls over the monitoring and evaluation of suppliers’ performance. Performance
measures should include amongst others, the quality of goods received, delivery time, customer
service and accuracy of invoices issued. The results of the evaluation should be shared with
suppliers so that goals can be set and underperformance improved.
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Overview

In 2003, the Finance unit consisted of a Finance Officer who reported directly to the Operations
Manager, In 2004, the Registry Assistant’s job functions have been changed to be the Finance
Assistant. Her role is to assist the Finance Officer in daily financial matters. In 2003, the unit
processed 1,751 vouchers, which translates to an average of 5 vouchers processed per day. Out of
the 1,751 vouchers processed, 28% were related to UNDP, 50% to UN Agencies and 22% to
Government executed projects.

The controls in place for both the disbursement and receipt processes are satisfactory.
Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

Goods procured which are delivered to the project site, are received either by the Government for
subsequent distribution to the various affected locations or by the appropriate Programme Officers
before distributing to the Government. The relevant Programme Officers are required to be at the
location where the receiving takes place and prepare a receiving report. Normally, the Government
will acknowledge receipt in varjous forms such as by issuing formal acknowledgement on their
official letterhead with official stamps, issuance of Goods Receipt Notes or signing on the Delivery
Note, ete. These recejving documents from the Government are the key evidence that the goods
procured have been satisfactorily received. Therefore it is important to ascertain that these
acknowledgements are given by an authorized Government personnel,

Two Cash Disbursement Vouchers {CDVs) for procurement amounting fo $40 k from the 23
samples reviewed were not supported by documented acknowledgement of receipt by the
Government when the CDVs were submitted for approval, Their details are as follows:

5 January 2003 803010003 Computer Equipment 325,124

0
28 February 2003 803020003  Potato Processing & $15,092
9 Packing Equipment

Additionally, where receiving records are avaitable, it is not possible to verify the signatures/official
stamps of the Government recipients as no authorised specimen signature list has been provided by
the Government.

Without these receiving documents, the approvers are not able to determine if the goods/services

procured have been satisfactorily received and in accordance to specification when approving these
disbursements.
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Recommendation 14

The Finance Officer should ensure that:

a) Documented acknowledgement of receipt from the Government is consistently attached to
all Vouchers for processing of payment; and

b) The documented acknowledgement of receipt from the Government is verified against the
authorised specimen signature list/official stamp list provided by the Government (which
has been requested by the Office at the time of the audif).

Cther issues

None.

10.2: - Banking Operatio

Overview

The Office maintains the following bank accounts:

Zerp Balance Account (USD) B8 AG, Geneva 240-C0250861.0
Korean Won Convertible Foreign Trade Bank of DPRK, Pyongyang 008825101
Korean Won Non-Convertible  Foreign Trade Bank of DFRK, Pyongyan 076250
Euro Foreign Trade Bank of DPRK, Pyongyang 08825112

No new bank account was opened or closed in 2003. The Euro account was the most active bank
account in 2003. Tt is used for most of the Office’s disbursements with the exception of
communications fee, salaries, Koryo Airline tickets which are paid through the Korean Won
Convertible Account. Rental, maintenance and electricity are paid through the Korean Won Non-
Convertible GLOC Account. The UBS account is used for disbursement, which requires electronic
transfer such as procurement, salaries of international personnel, foreign consuliants efc.

In 2003, the Office had an imprest level of $165 k. The imprest level was increased to $250 k since
1* March 2004 based on the average amount replenished by Treasury in 2003. Cash balances are
being monitored daily and cash is replenished based on expected cash requirements. Cash
management is satisfactory. Cashbook balances were higher in December 2003 as a precautionary
measure due to Atlas roll out in January 2004,

Bank reconciliations in 2003 were satisfactorily done. The designated safe custodian has been
informed of her responsibilities in writing.

Corporate lssues

None.

Good Practices

None.

Areas Requiring Action

None,
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Other Issues

None.

10.3 Monitoring Fin
Overview

Programme Financial Resources

For the year 2003, no advances were given for NEX projects. Request for payments are not
initiated from FIM, payments are done directly through WinFGAS.

For the year 2004, the authorized spending limit (ASL) for the Office is 32 m. As at July 2004, the
total project expenditure totaled §1 m, f.e. 50% of the ASL. A total of $1.7 m was classified as hard
pipeline and a review indicated that this classification was reasonable.

As at July 2004, the total amount that is receivable from donor amounted to $207 k and represented
contribution due from NEAFF (Northeast Asian Forest Forum) for project DRK/1/AGS — AREP
NEAFF Support to Forestry Rehabilitation, "This receivable amount is not yet due for payment.

Office Administrative Bescurces

The projected DPXB reserve as at December 2004 is estimated at $128 k and is sufficient for 10
months operations based on the estimated DPXB expenditure for the year 2003,

For the year 2003, cost for services shared with UNFPA such as for the receptionist, registry, IT
support are not recovered from UNFPA. In January 2004, the Office entered into an agreement for
the recovery of common services from UNFPA. A review of the basis for recovery of costs related
to common services indicated that it was satisfactory.

GLOC

As at May 2004, a total of $105k of GLOC is cutstanding. The Office had numerous exchange of
correspondence with the Government and had made sufficient follow-up on the payment of the
amount receivable.

Corporate Issues

None.

Good Practices

None.

Areas Reguiring Action

None.

Qther Issues
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From a sample review of on-going projects it was noted that the CDR for the year 2003 is
uncertified for the DEX project — DRK/02/002/ ~ Capacity Building for Development Cooperation.
The Office should ensure that the CDR is certified.

As at 31 December 2003, there were two ARL accounts with outstanding balances. The total
balance of $9k in eredit represents $2k in debit for Petrol ARL and $11k in credit for the UN
Dispensary ARL. The Office explained that the credit balance in the UN Dispensary ARL
pertains {o surplus contributions for the UN Dispensary operations that will be refunded to the UN
agencies.
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1904 Vehicles
Overview

Not Assessed
Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

4120 Travel Shipping and Hg
Overview

Not Assessed

Corporate lssues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Qther Issues

Not Assessed

Qverview

Not Assessed
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Corporate issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other Issues

Not Assessed

11.4. Registry/Record

Overview

Not Assessed

Corporate issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Not Assessed

Other lssues

Not Assessed

11.5, Housing

Cverview

Not Assessed
Corporate Issues
Not Assessed
Good Practices

Not Assessed
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Areas Requiring Action
Not Assessed
Other Issues

Not Agsessed

UNDP Office in DPRK
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RASC-Malaysia Limited Scope Audit Report - DRAFT

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action
Mot Assessed

Other issues

Not Assessed
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